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PREFACE 

This volume aims to point out the fundamental principles of 
cooperative marketing among farmers; to indicate, by reference 
to typical instances, what is being accomplished in the handling 
of various farm commodities, and to discuss methods and forms of 
organization, financing, incorporation, position under anti-trust 
laws and related questions. 

The specific organizations of which mention is made in this 
work have not necessarily been selected because they are the largest 
and most outstanding in their field, but because they appear to 
be representative of a certain class or illustrate some specific point. 
Many other organizations could easily be selected for a similar 
purpose from the thousands of farmers’ marketing enterprises 
which are in operation in the United States. It is hoped, however, 
that the organizations of which mention is made will be helpful 
in obtaining ideas regarding the operations of such enterprises. 

The author has drawn upon the experience of a number of years 
with the Federal Bureau of Markets and State institutions, in 
work relating to investigations in the field of cooperative market- 
ing and the formulation of plans for cooperative organizations, 
and lias endeavored to incorporate in this volume those features of 
cooperative marketing which appear to have a place in such a 
treatise. The business side of cooperative marketing has been’ espe- 
cially emphasized. 

The author desires to acknowledge the helpful suggestions, 
criticisms and encouragement of Dean Thomas P. Cooper, of the 
College of Agriculture, University of Kentucky; of Mr. Morgan 
0. Hughes, a successful farmer and business man, who has been 
associated with him in his work in the University of Kentucky; 
and of Mr. Dana G. Card, field agent in marketing, University 
of Kentucky. Acknowledgment should also be made of the Liber- 
ality and kindness of officials of fanners’ marketing organizations 
und others who have aided by supplying materials, illustrations and 
helpful suggestions for use in preparing this volume. 

O. B. J ESN ESS. 

University of Kentucky, June 15, 1923. 
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THE COOPERATIVE MARKETING 
OF FARM PRODUCTS 


CHAPTER I 

THE FUNDAMENTALS OF COOPERATIVE 
MARKETING 

Questions relating to the marketing of farm products are 
receiving greater attention than ever before. The farmer realizes 
that production is only part of the farm business and that proper 
marketing is equally important. The increasing complexity of our 
civilization is manifested in the development of immense manu- 
facturing and industrial establishments ; the congregation of large 
masses of people in great centres of population; the greater speciali- 
zation of production, and the diversity of people’s needs. Before 
the establishment of extensive railroad systems, industrial plants 
and large cities, man produced most of his own supplies of both 
food and clothing, or else these came from nearby farms or house- 
holds. No elaborate system of marketing was required at that time 
in getting farm products from producer to consumer. 

The present-day situation is entirely different. Picture a New 
York consumer at his breakfast table. Possibly he has an orange 
that has come all the way from California. Ilis breakfast food may 
consist of corn flakes made in a Michigan factory from Illinois corn. * 
Cream from a dairy farm up state, brought to the city in a special 
milk train and delivered by a city milk dealer to his doorstep, 
is served. He may have toast made out of Minneapolis flour which 
originally was North Dakota wheat. His bacon may have come 
from a Chicago packing plant, nis eggs may be from nearby farms, 
from the Middle West or even from the Pacific Coast. He may 
have butter coming from a Minnesota creamery. In short, a num- 
ber of farms in widely scattered sections of the country have a part 
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in supplying him with his needs. The services of a number of 
persons and agencies are involved. The farmer, the local dealer, the 
railroad, the manufacturer, the wholesaler, the retailer, not to men- 
tion services of warehousemen, bankers and the like, are employed. 

The farmer no longer, except in a small proportion of cases, 
markets all his principal products directly to the consumer. Mid- 
dlemen’s services are required, but as the farmer notes the number 
of steps in marketing and the spread between the price he receives 
and that which is paid by the consumer he frequently doubts that 
his products are distributed in the most direct and economical 
manner. He has observed the results obtained by other interests 
from organization and has been impressed with the development 
of large business organizations in many lines and this has naturally 
caused him to consider organization for marketing purposes among 
producers of farm products. 

The last few years have brought an especially rapid develop- 
ment of cooperative marketing. This has been partly due to natural 
progress, but it also has resulted to some extent from conditions 
brought on by the World War. The readjustment from the high 
prices of the war period brought agricultural prices down more 
rapidly than prices in many other lines. The farmer has been in 
the position of selling many of his products at low r prices and 
finding that supplies and equipment which he needs are still 
high in price. This situation has stimulated the farmer’s interest 
in organization as he has felt that he must do something to improve 
conditions and in many instances he has turned to cooperative 
marketing. Needless to state, many farmers give credit to organi- 
zations in other lines for having more power than they frequently 
possess, and the idea that organization if sufficiently strong can 
overcome economic laws is entirely too prevalent. However, that 
there is need for cooperative marketing and that there is ample 
work for cooperative marketing organizations of the right kind is 
beyond question. 

General agricultural organizations have been important fac- 
tors in creating a greater interest in cooperative marketing and in 
crystallizing this interest into action. This has been accomplished 
both by the development of definite organized marketing projects 
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by such associations and also because the meetings of these general 
farmers 7 associations have furnished places where the farmers have 
come together and discussed their common problems. 

The development of the cooperative marketing idea in recent 
years is also reflected in other ways than by the interest of the 
farmers themselves. Political platforms have made mention of 
cooperative marketing among farmers. Messages of the Presidents 
have referred to cooperative marketing in touching on farm prob- 
lems. Outstanding business men in lines other than agriculture 
have discussed possibilities of organized marketing among farmers. 
Newspapers and other periodicals have devoted more space to 
cooperative marketing than formerly. 

The Individualism of the Farmer. — Much has been said 
regarding the individualistic tendencies of the farmer. While it 
is true that the nature of the farmer’s work is such that he relies 
very much on his own resources, it does not appear that he differs 
greatly from persons engaged in many other lines of business with 
respect to his attitude towards organized effort. As will be dis- 
cussed more fully in a later chapter, the farming business differs 
in many respects from other lines and this fact must be kept in 
mind in considering the farmers’ attitude towards organization. 
Some lines of business lend themselves especially well to the use 1 
of large-scale organization for production as well as distribution 
purposes. Organization in such industries is hardly comparable to 
organization for marketing among farmers. Bankers’ associations, 
medical associations, lawyers’ associations, business men’s organ- 
izations, such as associations of commerce, are of a different type 
from farmers’ marketing organizations as they arc formed to con- 
sider matters of common interest rather than actually to handle 
the business of the members. Retail grocers may have their organ- 
izations, hut it is only in a comparatively few cases that the 
organized activities have included such definite business details as 
the cooperative purchase of stocks of goods. Those who are wont 
to prate about the farmer and his individualistic tendencies can 
well afford to give careful thought to these matters. 

Cooperative Principles. — A clean cut, comprehensive defini- 
tion of cooperative marketing is not easily found. Stating that 



4 


COOPERATIVE MARKETING 


“ cooperative marketing means working together for mutual benefit 
in solving marketing problems ” furnishes a general idea as to the 
nature and purpose of (^operative marketing but does not supply 
much specific information regarding the difference between a 
cooperative marketing organization and one which is not coopera- 
tive. An understanding of what a cooperative marketing organiza- 
tion really is can be obtained by gaining an acquaintance with the 
underlying principles of cooperation. Cooperative marketing organ- 
izations are business enterprises, and a comparison of the plan of 
organization and operation of a cooperative marketing association 
with those of the ordinary business corporation may be employed 
to illustrate some of the more outstanding features of coopera- 
tive enterprises. 

One-Man-One-Vote. — A cooperative organization is a demo- 
cratic institution in which the voting rights of the members usually 
are equal. The general business corporation, on the other hand, 
customarily grants the stockholders a vote for each share of stock 
which they own. A stockholder of a corporation of the latter type 
can gain control of its activities by acquiring control of fifty-one 
per cent or more of its capital stock. This is manifestly impos- 
sible in a cooperative organization which follows the “ one-man- 
one-vote 99 plan. It should be noted that there are occasional excep- 
tions to the maimer of granting voting power in cooperative organ- 
izations. • The most common exception is that of allowing each 
member to vote in accordance with the amount of business he does 
through the organization or with the products he has contracted 
to deliver to the organization. 

Limited Returns on Capital. — Another point of difference 
between the cooperative and the non-cooperative form of organiza- 
tion is in the matter of handling any earnings which may result 
from its operations. The ordinary business corporation, after 
expenses are paid and reserves set aside, usually pays out any 
balance to the stockholders as dividends on capital stock. As such 
corporations operate to earn money on the capital invested in the 
business, this furnishes the best method of apportioning the profits. 
The purpose of a cooperative organization is to effect savings for 
the members and not to make profits for itself, consequently such 
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an association usually limits the return on the money invested in it, 
to a fair rate of interest. Any balance which may be available for 
distribution is apportioned in accordance with the amount of busi- 
ness transacted with the organization. This has been called a 
“ patronage dividend 99 to distinguish it from dividends on capital 
stock. Another term sometimes used, which seems more suggestive 
of the real nature of such an apportionment, is “ patronage refund.” 
In strictly cooperative organizations such a payment in reality is 
a refund of the part of the charge for doing business above that 
which has been found necessary to pay expenses and provide reserves. 

The inference should not be drawn from the preceding that all 
cooperative marketing enterprises follow the same plan. Some 
which do business with non-members as well as members, make 
apportionment only to members. Others distribute to non-members, 
but at a lower rate than to members. Still others distribute to 
all patrons at the same rate. Some of the latter apply the amount 
prorated to non-members to the purchase for them of a share of 
capital stock or payment of a membership fee. In case of those 
organizations which do business with non-members as well as mem- 
bers but prorate only to the latter, that part of the amount appor- 
tioned which has been obtained from non-members' business, is in 
reality a profit and in no sense a saving on the members' business. 
Organizations which follow this practice contend that the members 
have risked capital in the venture and have shown sufficient interest 
to become members, and as a result they should be given the benefits 
of any refunds which can be made. The fact that membership 
in most instances is open to the non-members adds to the strength 
of their argument. On the other hand, it may be suggested that 
it is to the interest of the members that the association handle the 
products of non-members because of the greater volume of business 
obtained in this manner. Organizations are beginning to give more 
and more recognition to the non-profit plan, and under this plan 
all patrons naturally must be on the same basis. 

Open Membership. — Cooperative marketing organizations per- 
mit farmers who market products through them to become members. 
Some organizations limit the membership to fanners; others admit 
persons engaged in other lines of business as well. Organizations 
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often deem it advisable to maintain some supervision over the 
admittance of members and may place restrictions on the transfer 
of membership or capital stock certificates where such restrictions 
are permitted by the governing laws. 

Rochdale Principles. — Mention is frequently made of the 
Rochdale principles of cooperation, in discussing cooperative mar- 
keting. These principles are along the line discussed above. They 
take their name from the town of Rochdale, England, where a small 
group of weavers in 1844 organized a cooperative store based on 
these principles. As this organization marked the beginning of the 
cooperative movement among consumers in England it occupies a 
very prominent, historical place. While the association at Rochdale 
was one of consumers, not farmers, and had for its purpose coopera- 
tive buying and not selling, still farmers’ marketing organizations 
in this country arc often referred to as being established on the 
Rochdale plan. Those who use this expression in this way usually 
intend merely to convey the idea that the organization is coopera- 
tive. The organizations to which the term is applied are generally 
those formed with capital stock, but which have the one-man-one- 
vote idea, pay restricted dividends on capital stock and make appor- 
tionment on the basis of patronage. Farmers* grain elevator com- 
panies are often referred to as being organized on the Rochdale plan. 

Cooperative Marketing, a Business. — Marketing is business 
and carrying on marketing through a cooperative organization does 
not remove it from the sphere of business. It is as a business that 
this type of cooperative endeavor is to be considered in this volume. 
Some enthusiasts refer to cooperative marketing as a “ cause,” 
suggesting that it is something for which the cooperator should be 
willing to work, and fight if need be. Reference might be made 
to the benefits obtained to the farm community from the social 
viewpoint through coordination of business activities. It cannot 
be denied, however, but that organized marketing depends for its 
success upon the results it can show in the way of improved service 
and financial savings. To produce results, these enterprises must 
be organized, operated and managed on a business basis. 

Reasons for Cooperative Marketing. — The reasons for under- 
taking cooperative marketing by farmers are found in the need 
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which they feel for improvements in marketing methods. This need 
may be the result of a variety of causes. Sometimes the grower 
feels that private initiative has not perfected the necessary machin- 
ery for the proper distribution of his products. One local buyer 
in a community may have no competition and take undue advantage 
of his position. Agreements among local buyers to restrict compe- 
tition may exist, or be suspected. A community may be suffering 
from having the business divided among too many buyers, no one 
of whom has a sufficient volume of business to make economical 
operation possible. A feeling that greater profits lie in the distrib- 
utive rather than the growing end of the business may be the 
incentive. While the profits of the other man are often overesti- 
mated and his expenses underestimated, it is apparent that there 
frequently is ample cause for this feeling. 

The growers may feel the need for united effort in grading and 
standardization ; in studying markets ; in economical transportation 
and in meeting other problems more or less closely connected with 
marketing, with the result that cooperative marketing is under- 
taken as one of the steps in bringing about the improvement desired. 
The farmer necessarily must devote most of his time to his work 
on the farm. He has neither the time nor the facilities for making 
a careful study of markets and marketing methods. This, no doubt, 
makes him look with favor on a business organization, of which 
he will be a part, to do this w'ork. 

Exaggerations. — Cooperative marketing is sometimes the result 
of the work of an organizer or enthusiast who has stirred the 
farmers to action. Where such activities take into consideration 
the local conditions so that the recommendations offered are based 
upon the needs of the situation they are worth while. Unfor- 
tunately, the statements made by such persons are not always 
couched in ixmservative language. Extravagant charges of evils 
that are supposed to exist in the marketing system, exaggerated 
claims regarding profits of middlemen, overenthusiastic prophecies 
of the savings possible from organized marketing, frequently are 
resorted to in instances of this character. Glowing pictures of the 
accomplishment of organized business in such industries as steel 
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and oil, as well as of the achievements of organized labor, are fre- 
quently painted to fanners for the purpose of encouraging them 
to organize. 

Services of Cooperative Marketing. — Cooperation is not a 
wonder remedy which will effect an immediate and complete cure 
when applied to every marketing difficulty. The development which 
lias taken place and the results which have been obtained by many 
outstanding organizations, however, furnish concrete evidence that 
results can be obtained from cooperative marketing. 

The farmer, like representatives of any other line of business, 
is interested in making his business as profitable as possible and 
the direct financial savings made through cooperative marketing 
impress him the most. Where substantial savings are made, how- 
ever, he does not always have clearly in mind all the factors which 
have contributed to this result. He is apt to think, first of all, 
of having obtained the profits which formerly went to a dealer, 
as most cooperative marketing organizations take over the services 
formerly performed for the members by individuals or non-coopera- 
tive organizations. 

The specific services performed by cooperative marketing associ- 
ations vary with each enterprise. In general, however, the follow- 
ing may be mentioned, remembering that their results are measured 
by the member primarily in terms of the financial gains which 
they produce. 

Standardization. — One of the outstanding defects in marketing 
many farm products is the lack of proper standardization. The 
growers in many instances have not standardized upon the produc- 
tion of certain varieties of the products grown in a locality. In 
place of one or two varieties of potatoes, different varieties are 
found on different farms in a community, not to mention different 
varieties in the same field. Poultry flocks commonly show lack 
of uniformity. The same can be said for cattle, fruit and other 
products of the farm. 

Then, there is lack of attention to market standards in the 
preparation for market. Eggs ranging from strictly fresh to those 
unfit for food may come to market in the same basket. Small eggs 
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ami large eggs; brown eggs and white eggs; “ dirties ” and clean 
eggs, come in together without very much regard for the attitude 
of the consumer. Small potatoes are allowed to detract from the 
value of those of better size. (Fig. 1.) The market value of fine 
apples is lowered by being mixed with inferior apples. 

Cooperative marketing organizations can well afford to give 
careful attention to such questions and can be of much service in 



Ho. 1 . A hamper of well traded potatoes. Cooperative marketing is rendering n very valu- 
able service in bringing about better grading. 


bringing about better standardization in production, grading, and 
handling. Certain counties have become famous because the dairy 
farmers worked together in deciding upon Holsteins, Guernseys or 
some other breed as the breed of cattle to raise in the community. 
Marketing organizations such as those of the citrus fruit growers 
have gained a wide reputation for their carefully graded products. 
The uniform grading and careful handling of northwestern apples 
have made it possible for apples from that, section to enter markets 
in apple-growing regions in eastern states. A cheese producers’ 
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federation in Oregon has demonstrated the possibilities and value 
of standardization of that product by a marketing organization. 
Similar accomplishments might be pointed out with other products. 
The manufacturers of other products pay much attention to the 
standardization of their products. While the farmer has to contend 
with the forces of nature, factors over which he has little or no 
control, still he can do much to improve methods along this line. 
What he can do, however, is mainly through organized effort with 
other farmers rather than individual enterprise. 

Market Information. — Many farmers keep closely informed 
regarding market prices of their principal products. The farmer’s 
attention, however, must be given largely to matters of production 
so that the average grower cannot hope to obtain, analyze, and 
make use of a great variety of information which has a very direct 
bearing on the marketing of his products. Growers of perishable 
commodities may have several markets available to them, but with- 
out constant contact with all of these markets and the movement 
of products to them, the producer is not in the best position when 
it comes to directing his products to market. A cooperative mar- 
keting organization which controls a considerable volume of busi- 
ness is in a better position to obtain and use market information 
than is the unorganized farmer. 

Salesmanship. — The farm, in a certain sense, is a factory and 
the farmer a manufacturer. Few successful manufacturing estab- 
lishments give all their attention to production. A well-equipped 
sales department is usually an important part of*the business. The 
farmer with his time so fully occupied with production problems 
cannot hope to he an expert salesman and hisiarm enterprise is too 
small to warrant the establishment of a special sales department. 
A cooperative marketing association can take the place of a sales 
department. By combining products from a large number of farms 
a sufficient business can be built up to warrant the employment of 
trained sales ability and the creation of a real sales organization. 

Developing Markets. — Notable results have been obtained by 
some cooperative marketing organizations in the expansion of old 
markets and the development of new outlets for the products of 
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their members. (Figs. 2 and 3.) The shipments of citrus fruits 
from California have increased much more rapidly than has the 
population of the country, showing that the consumption per capita 
has increased. Better grading, better distribution and advertising 
have played leading roles in finding outlets for the increased pro- 
duction. Cooperative marketing organizations, especially those 
which handle such products as fruits, have done a great deal in 
the way of advertising their products on an extensive scale. " Sun- 



Fig. 2. — Stickers attached to watermelon* shipped by cooperative marketing 
associations. Many large cooperative marketing organizations have brands anq 
labels which have become well known to the trade and to many consumers. 

kist ” oranges from California and “ Sealdsweet ” oranges from 
Florida are advertised w idely by the growers’ organizations in these 
states. “ Eatmor ” cranberries are advertised by the American 
Cranberry Exchange. “ Diamond ” walnuts, “ Sun-maid ” raisins, 
“ Red Star ” potatoes, are among brands of products handled by 
growers’ organizations for which reputations have been created. 
The grower could not reach very many individuals if he should 
advertise his own products as his supply would be too limited to 
bear the expense of extensive advertising. If he should advertise 
on any considerable scale, his supply would be exhausted in a short 
time after which the results of his advertising would be wasted as 
he would be unable to satisfy the demands which had been created. 
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A cooperative organization with a large volume of business can dis- 
tribute the expense of advertising over this volume so that the outlay 
per unit of product will not he prohibitive. It will also have the nec- 
essary supplies for filling the orders resulting from the advertising. 
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Fia. 3. — A milk marketing aasooiatinn increaaing demand for ita 
product by means of advertising 

Bargaining Power. — The farmer often feels the limitations 
of his bargaining strength in dealing with the buyer of his products. 
Many organizations have been helpful to the farmer in placing him 
on a more nearly equal basis in this respect. A good illustration 
of this type of service is furnished by some of the organizations of 
market milk producers which are formed, to negotiate with the dis- 
tributors for the sale of the milk of the members. 
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Cooperative Marketing and the Consumer. — The consumer 
does not always appreciate the direct interest he has in the matter 
of farmers’ marketing enterprises. These are sometimes brought 
to his attention as being the cause of high prices and he is not 
always unwilling to believe that the farmers have some sort of 
a monopoly which exacts high prices from the consumer. So much 
has been said for political effect and otherwise, about the farmer 
being the backbone of the nation, that such statements are almost 
hackneyed. Tt is doubtful if all the persons who glibly repeat such 
phrases really appreciate how much truth there is in them. The 
farming industry is our leading industry. Anything which affects 
the farmer’s purchasing power is soon reflected in other lines of 
business. This has been clearly demonstrated by the readjustment 
period following the World War. It is to the interest of the city 
consumer that there be a satisfied mid prosperous agricultural popu- 
lation. This being true, the consumer is, or should be, interested 
in any development which tends to produce this result. To the 
extent that cooperative marketing aids in so doing, it is of direct 
interest to the consumer. As will be discussed in a later chapter, 
the consumer has little to fear from possible evils due to monopolis- 
tic developments of farmers’ organizations. (Chapter XX.) 

QUESTIONS 

1. Why are marketing questions receiving more attention than formerly? 

2. Give the reasons why there has been a rapid development of cooperative 

marketing in recent years. 

3. Is cooperative marketing receiving attention from interests other than 

agriculture? Explain. 

4. Are the farmers more individualistic than persons engaged in other 

lines of endeavor? Explain. 

5. Compare farmers and retail grocers with respect to individualism 

displayed. 

6. Outline the fundamental cooperative principles. 

7. Give reasons for the practice of allowing only one vote to each member 

of a cooperative association. 

8. Give reasons for limiting returns on capital invested. 

9. Tell what is meant by patronage dividends. 

10. What are the Rochdale principles of cooperation? 
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11. Give reasons for the undertaking of cooperative marketing by farmers. 

12. Discuss the use of exaggerations in creating interest in cooperative 

marketing. 

13. What services can a cooperative marketing organization render! 

14. Why is standardization important? 

15. What advantages have organizations over individuals in obtaining and 

using market information? 

16. How do organizations develop markets? 

17. Discuss the interest of the consumer in cooperative marketing among 

farmers. 
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DEVELOPMENT OF COOPERATIVE MARKETING 

Early Organizations. — Organizations among farmers in the 
United States are not of recent origin. George Washington and 
many other leading men of his day were interested in agricultural 
associations. These early organizations were not engaged in mar- 
keting farm products but had for their purpose the consideration 
of cultural questions, the securing of new seeds and varieties, the 
holding of fairs and related activities. Marketing questions such 
as those of today were not in the foreground at that time because 
the agricultural commerce was very much simpler than it is now 
with our agricultural regions of specialized production, manufac- 
turing industries, and large cities. 

There were some farmers' business organizations developed • 
about the middle of the nineteenth century. These were frequently 
in the nature of cooperative stores rather than cooperative selling 
organizations. The movement had not made much headway at the 
time the Civil War broke out. 

The Granger Movement. — The National Grange, or Patrons 
of Husbandry, was started in 1867 as a farmers' fraternal society. 
Although it was originated in Washington, D.C., the Grange had 
its first extensive development in the Middle West, due in part to 
the fact that its founder moved from Washington to Minnesota. 
The expansion in agriculture in the Middle West following the war 
was very rapid and the taking up of cultivation of the virgin lands 
of this region led to a great increase in agricultural production. 
The conditions created by this development coupled with the post- 
war period of readjustments no doubt were incentives to farmers 
to organize. In view of the economic situation in agriculture, the 
farmer felt a need for an organization which would take up ques- 
tions relating to the economic side. Therefore it is not surprising 
that although the Grange was originally intended to be merely 
a fraternal organization, the members soon used it as an organiza- 

15 
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tion relating more directly to the business side of farming. The 
growth of this organization was remarkably rapid during the early 
• seventies. Many business ventures, not only in cooperative buying 
and selling, but also in manufacturing were undertaken. Not all 
of these were carefully planned and the result was that the number 
of failures was large. These failures dampened the enthusiasm for 
the order and the consequence was a rapid decline in its member- 
ship. A few of the cooperative ventures survived and some are in 
existence at the present time, but most of them went out of business 
or passed into the hands of private individuals. 

Frequent Failures in Early Developments. — Frequent failure 
has been attendant upon the early organization of many types of 
cooperative business enterprises. The principles of successful organ- 
ization frequently were not understood or were overlooked. Too 
much was expected from some of the organizations. Capable man- 
agement and efficient business methods were often lacking. The 
antagonism of private business enterprises to cooperative organiza- 
tions which became their competitors for business sometimes was 
an important factor in disrupting farmers’ business organizations. 

Early Organizations Mainly Local. — Most of the cooperative 
enterprises of farmers at first were purely local in nature. While 
the State Granges undertook a variety of activities, the cooperative 
buying and selling organizations were usually restricted to local 
communities. The farmers’ elevator companies which were started 
were in nearly every instance made up of farmers around a single 
shipping point. Cooperative creamery and cheese factory organiza- 
tions were established in local communities. Most of the fruit 
organizations, in the same way, were local enterprises. 

Among the reasons which might be cited for the development 
of independent local organizations is the fact that many of the 
most pressing problems were local in nature. The natural tendency 
also would be to start with local organizations made up of persons 
who were acquainted with one another. 

Trend Toward Federations. — During recent years we have 
entered upon another stage in the development of farmers’ coopera- 
tive marketing activities. While the independent local organization 
has by no means been relegated to the discard, there is plenty of 
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evidence showing that the trend has been toward federations of 
local organizations or the establishment of large organizations cov- 
ering a considerable territory. 

The members of local marketing organizations have received 
training in cooperative business which has prepared them for this 
next step. The publicity given to the California Fruit Growers’ 
Exchange and various other centralized organizations has been a 
factor. The recognition of the fact that a central organization 
is necessary for the proper solution of certain problems for which 
the local unit is largely ineffective has also played an important 
part in stimulating the interest in large-scale marketing enterprises. 

The local organization is not as ineffective as some ardent sup- 
porters of the centralized type appear to believe. That local 
farmers’ grain elevator companies, local livestock shipping associa- 
tions, local cooperative creameries and cheese factories, and other 
organizations, have performed worth-while sendees for the farmers 
cannot be denied. They have been organized principally to furnish 
the local community with better marketing facilities and have 
accomplished much in this field. Local organizations are unable 
to do much along the line of handling marketing problems at cen- 
tral markets and it is at this point tliat the central body enters. 
The development of uniform standards for a considerable territory 
is possible through centralization. Advertising on a large scale 
can be resorted to by central organizations which handle a large 
volume of a product such as fruit. A large organization can have 
its own representatives in the leading markets. A large organiza- 
tion because of the size of its business can obtain more complete 
market information and can make use of such material to better 
advantage than separate local units. The matter of bargaining 
power also is not to be overlooked although it is well to keep in 
mind that the fear of the non-cooperator or the hope of the imprac- 
tical enthusiast regarding the possibilities of exercising an arbitrary 
bargaining power are largely without basis. 

The chapters dealing with organizations for different commodi- 
ties will point out concrete examples of central organizations. 
Questions relating to monopolistic powers of farmers’ organ iza- 
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tions and the interest of the consumer in such organizations are 
also discussed. 

Two Types of Central Organizations. — While it does not 
appear desirable to go into an exhaustive discussion at this point 
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Fits. 4. — Diagram of a large organisation built up of local and dis- 
trict associations. G. grower; L, local association; D, district associa- 
tion; C, central association. Many organisations of this class have no 
district associations, the locals being members of the central. 


regarding the details of the organization of the larger farmers’ 
marketing associations, it may he well to suggest that in general 
there are two rather distinct types of such organizations. (Figs. 4 
and 5.) One type is the organization which consists of a federation 
of local organizations. A number of communities have organized 
local marketing associations and these in turn have organized a 
central association. The other type has for its members, farmers 
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in a number of communities. There may be community units of 
the members in the latter, but they are usually informal in nature. 

Extent of Cooperative Marketing. — Unfortunately there are 
no accurate and complete statistics showing just how many market- 
ing organizations of various classes are in operation at the present 



D, district unit; C, central association. 

« 

time and what is the total volume of business handled. Such 
statistics would be very interesting to those who are students of 
cooperative marketing developments. The expense of compiling 
complete data of this kind would be very large* unless it were 
obtained in connection with the census enumeration, as much of 
the information would have to be obtained by personal visit. Ques- 
tions relating to cooperative marketing have not been included in 
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the United States census enumeration until the 1920 census when 
the agricultural schedule included two questions, one relating to 
the value of products sold by the farmer through farmers’ organiza- 
tions, and the other relating to the value of supplies bought coopera- 
tively. According to the announcement of the Bureau of the 
Census, the tabulations showed that 511,383, or 7.9 per cent of all * 
the farms in the United States, reported marketing of products 
through cooperative marketing associations, and 329,449 farms, 
or 5.1 per cent of the total number, reported that supplies were . 
bought cooperatively. The total of the amount of sales reported 
was $721,983,639, an average of $1,412 per farm reporting. The 
total purchases amounted to $84,615,669, an average of $257 
per farm. 

The West North Central group of States reported the largest 
amount, both of products sold cooperatively and supplies purchased 
in this manner. The Pacific group was second in volume marketed 
and the East North Central group was third. The latter group was 
second in amount of purchases, with the Pacific group third. The 
East South Central group reported the smallest amount of both 
products marketed cooperatively and supplies purchased. Twenty- 
two per cent of the farms in the West North Central division 
reported cooperative marketing, and only .8 per cent of the farms 
in the South Atlantic division. The Pacific division led in the 
amount of products marketed cooperatively per farm, with an 
average of $4,292. The East South Central division averaged $415 
per farm. California reported the largest volume of cooperative 
sales of any state, having a total of $127,990,981. Minnesota was 
second with $82,760,459. Iowa, Illinois, New York, Nebraska, and 
Kansas followed in the order indicated. Kansas led in the amount 
of purchases with a total of $9,663,051. Nebraska, Iowa, Minne- 
sota, and California followed in the order indicated. 

The results of surveys made by other agencies make it appear 
that the results of the census enumeration understate the case. Tt 
has been estimated on the basis of other surveys that the total 
annual volume of business of farmers’ marketing and purchasing 
organizations in recent years has been in the neighborhood of one 
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and a half billion dollars. The census material, however, presents 
much comparative data for different sections of the country. 

The Bureau of Agricultural Economics, United States Depart- 
ment of Agriculture, has been gathering information regarding the 
extent of cooperative marketing for some years past. In 1917, 
that bureau published a bulletin 1 which contained the results of 
the survey up to that time. This bulletin indicated that 5,424 
organizations reporting, had an annual volume of business of over 
$625,000,000. The information was obtained by the questionnaire 
method and it was stated that the Department had the names of 
over 12,000 organizations, showing that over 6,000 had failed to 
report at the time the material presented in this report was com- 
piled. (l.c. 11.) Since that bulletin was issued, there has been 
a rapid growth in cooperative marketing. The tabulations included 
about 1,600 farmers’ elevators while it is believed that now there 
are at least 5,000. (Not all of these are cooperative, however.) 
There are now several thousand livestock shipping associations 
while only 96 had reported to the Department when the material 
was tabulated. Milk producers’ organizations, fruit associations, 
cotton marketing organizations, and other enterprises on a large 
scale have been developed since that time. 

Some state institutions and departments have made surveys of 
cooperative marketing developments within their respective states. 
Published reports of such surveys present much material of interest, 
and also serve as a check on material gathered for the country as 
a whole. There is need for the gathering of additional information 
along this line, not only of a quantitative but also of a qualitative 
nature. The former can be obtained to a large extent by the ques- 
tionnaire method, while the latter necessarily must depend more 
upon personal investigation by men of sound judgment and ability. 
It is apparent that educational institutions are appreciating more 
and more the importance of work of this character and are devoting 
attention to it. The greatest difficulty in obtaining reports by mail 
is due to the neglect of organization officials in replying to such 
requests. They do not always appreciate how interesting and valu- 

1 .Tcaness, O. B., and Kerr, W. H.: TJ. 8. Department of Agriculture 
Bulletin No. 547. 
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able such information might be in furthering the development of 
cooperative marketing along sound lines or feel that they are being 
called upon for too many different reports regarding their business 
activities. As central and regional organizations are developed they 
can assist in various ways in getting together information of 
this sort. 

The period that has elapsed since the last census data were 
gathered has been a period of unprecedented development along 
cooperative marketing lines. During that three-year period has 
come the organization of growers of tobacco, cotton, grain and other 
products on an extensive scale. The leader in the development of 
many of these large-scale movements recently stated that these 
organizations have more than 870,000 actually signed members and 
that during the season of 1922-1923 they will handle more than 
a billion dollars’ worth of products. 1 2 This does not include such 
enterprises as farmers’ elevators, cooperative creameries, cheese 
factories, livestock shipping associations and other local organiza- 
tions for cooperative buying and selling which in the aggregate 
transact a very large volume of business. 

QUESTIONS 

1. Disousa early organizations among farmers. 

2. What were some of the outstanding features of the Granger movement? 

3. Give reasons why there were many failures in the early organizations. 

4. Discusa the trend towards federation. 

f>. What are the important features of each of the two types of central 
organizations which have been developed? 

6. Discusa the extent of cooperative marketing in the United Slates 
giving statistics. 

i. What states and groups of states lead in the amount of business trans- 
acted by cooperative marketing organizations? 

8. Give reasons for the development of cooperative marketing in cer- 

tain sections. 

9. What is the comparative rank of your state? 

10. What material is available relating to the extent of cooperative mar- 

keting among farmers? 

11. What kinds of cooperative marketing are found in your region or 
your state? 

1 Sapiro, Aaron: In his keynote address at the First Annual Conven- 
tion of the National Council of Farmers' Cooperative Marketing Associa- 

tions held at Washington, D. C., December, 1922. 
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CHAPTER III 

COOPERATIVE MARKETING OF GRAIN 

The important position occupied by grain in American agricul- 
ture makes cooperative marketing endeavors in that field of special 
interest to a great many. While much of the development of mar- 
keting organization among grain growers has not been spectacular 
from the standpoint of size of the individual organizations, the 
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Fio. 6.— A farmers’ grsu'n elevator and farmers ready to unload their erain. 

extensive growth which has taken place is worthy of careful study. 

A brief statement of the way in which grain is customarily 
handled in the important grain-growing sections of the Middle 
West may be helpful to the reader who is not acquainted with the 
methods in common usage. Grain elevators which are receivers of 
grain from the farmers are located at the country shipping points 
in grain sections of the country. The farmer delivers his grain 
to an elevator at his shipping point (Pig. 6) and there it is weighed 
and bought by the elevator, the price varying with the grade of 
the grain and the prevailing prices at central grain markets. These 
elevators are located on the railroad so that the grain can bo loaded. 
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in cars conveniently and be shipped to central markets. Most of 
the development along cooperative grain marketing in the United 
States, especially until the last few years, has been in the nature 
of local farmers’ grain elevator companies which have acquired 
ownership by purchase or erection of grain elevators through which 
the business is carried on in much the same way as that followed 
by the privately owned elevators. 

Beginnings. — There were sonic attempts at cooperative selling 
of grain during the time the Grange had its first rapid development 
in the seventies, but these resulted mostly in failure from misman- 
agement or other causes. Originally there was active competition 
among the buyers of the farmer’s grain at country points. Most 
of the elevators were then in the hands of individuals or inde- 
pendent companies. As these buyers had mutual problems with 
which to deal, they organized state grain dealers’ associations 
through which matters of this kind could be taken up. Among the 
matters given consideration by these associations were included 
questions with regard to competition at local points and the like. 
Another development which caused a change in the grain trade 
was the establishment of large corporations owning and operating 
chains of elevators. The country elevators of such companies were 
frequently established at a number of stations along a given rail- 
road line and the term "line elevators” came into common usage 
in distinguishing such elevators from those owticcT by an individual 
or a local concern. These line elevators were in a position to 
exercise a great deal of power over the local situation as they could 
force local buyers to come to agreements with them under threat 
of putting them out of business by paying high prices. 

The formation of state grain dealers’ associations and the enter- 
ing of the country buying end by line elevator companies changed 
the situation decidedly. The Federal Trade Commission refers 
to this matter in the following language : 

“ While there seems little reason to doubt that there 
was originally considerable competition between the older 
types of elevators, i.e., the mills, commercial lines, and 
independents, this competition gradually led to various 
agreements among elevators, especially in the territory 
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west of the Mississippi, with reference to prices, the pool- 
ing of purchases at particular stations, and other practices 
all more or less designed to decrease or e iminate compe- 
tition. In the late nineties and early years of the present 
century such arrangements were quite generally charac- 
teristic of country marketing conditions. In the north- 
west these practices appear to have been especially preva- 
lent among the commercial line companies, which were so 
largely developed in this area. Most of these companies 
had their headquarters in the terminal market, and it was 
therefore a comparatively simple and easy thing to perfect 
arrangements as to competition between the houses of 
these companies at local stations. Farther to the south 
and east, in Nebraska, Iowa, and Illinois, where the inde- 
pendents were relatively more important than the lines, 
both types of houses were involved and the restriction of 
competition was accomplished through the various state 
associations of grain dealers, to which associations both the 
independent and line houses quite generally belonged.” 1 

The large companies and the dealers’ associations had consider- 
able influence with the railroads and the commission firms at the 
terminal markets. The influence with the railroads could be used 
to advantage in keeping cars from farmers or “ scoop shovelers ” 
who wanted to ship grain by loading it directly from the farmers’ 
wagons into the freight car. A requirement that a shipper had 
to have the grain on the right-of-way before be could obtain cars 
was a very effective weapon against a certain type of competition. 
Their influence with commission firms could be exercised for a 
similar purpose by threatening to boycott any commission firm 
which handled shipments from fanners or buyers to whom the 
association w r as opposed. 

Various attempts were made by farmers to establish farmers’ 
elevators, but these and other obstacles which were placed in their 
path seemed to create insurmountable difficulties. Where a farmers’ 
elevator could get started, higher prices paid temporarily at that 
point usually would draw the farmers aw r ay from their organization. 

Rockwell, Iowa, is by many regarded as the location of the first 
successful farmers’ elevator <x)inpany. The organization at this 

1 Report of the Federal Trade Commission on the Grain Trade, Vol. I, 
p. 83 , 1920 . 
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place was started in 1889. While it appears that there are older 
companies than this one, the company at Rockwell included in its 
plan of organization a feature which subsequently was adopted at 
many other points. This feature consisted of a provision in the 
by-laws, popularly designated as a “penalty clause/' which specified 
that any member who sold his grain to a competitor should pay 
one-half cent a bushel to the farmers’ elevator for grain thus sold. 
This plan enabled the farmers’ elevator to maintain its plant even 
though the competitors paid unduly high prices in order to draw 
business away from it and when the competitors lowered prices 
again the elevator would still be open and ready to do business. 

The organization of the farmers’ company at Rockwell no doubt 
marks a turning point. There was not an immediate development 
of farmers’ elevators in large numbers, but a gradual growth took 
place from that time. The opposition to farmers’ companies did 
not immediately die down. They still had difficulties in finding 
commission firms who would handle their business. Propaganda of 
one sort or another was circulated for the purpose of discouraging 
farmers from organizing and also to keep local business interests 
from supporting farmers’ companies. 

The drive against commission firms who accepted business from 
farmers’ companies resulted in one or two such firms doing every- 
thing possible to encourage farmers’ elevators and gain their 
patronage in that way. As the number of farmers’ elevators 
increased the business became more and more attractive. Some 
commission firms took an active part in organizing new companies, 
aiding in the growth of the movement in that way. The develop- 
ment in the number of farmers’ elevators has been rapid since about 
1905 so that there were by 1922 probably at least 5,000 such concerns 
in operation. 

A Typical Farmers’ Elevator Company. — A farmers’ elevator 
company is usually organized with capital stock, shares frequently 
being held by local merchants, bankers and others, as well as by 
farmers. These elevators usually serve the community around a 
given shipping point, although in a few cases, one farmers’ company 
will ow*n elevators at several points. When a farmers’ elevator is 
to be established a company is incorporated and sufficient capital 
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stock is sold to enable the organization to purchase an existing 
elevator or to build a new one. 

The farmers’ elevators follow very much the same plan as the 
privately owned elevators in that the grain is bought from the 
farmers for cash, the price being based upon the price at the 
terminal market less transportation and handling charges. Jt was 
customary in the early companies to have as a part of the by-laws, 
a “ penalty clause,” so-called because it imposed a fine of a certain 
amount for each bushel sold by the members to a competing elevator. 
This provision served a very useful purpose in keeping the members 
of the earlier organizations in line. While it is still part of the 
by-laws of many companies it is usually disregarded as it is not 
only of questionable value from the legal standpoint, but there is 
no easy way of collecting the fine thus assessed. A definite agree- 
ment or contract binding the farmer to deliver his grain to his 
elevator is not. commonly employed. Business is done with non- 
members as well as with members. 

Many farmers’ companies have found it desirable to add side 
lines to their business with the result that coal, lumber, brick, flour, 
feed, salt, fencing materials, binding twine, cement and other sup- 
plies, are frequently handled. (Fig. 7.) 

Lack of Observance of Cooperative Principles.— Cooperative 
principles of organization were not always well understood by the 
farmers establishing the earlier elevator companies, consequently 
a very generous interpretation of the designation “cooperative” 
is necessary in order to admit all of the farmers’ elevators to this 
classilication as many are organized on the general corporation 
basis with a vote for each share instead of following the one-man- 
one-vote plan. Profits in such instances usually are paid out as 
dividends on capital stock and the stockholders, many of whom have 
been other than farmers, frequently have received large dividends 
Several of the important grain states failed to enact suitable legis- 
lation for the incorporation of cooperative organizations until 
recent years and to that cause may be ascribed part of the blame 
for the lack of closer observance of the principles which usually are 
regarded as the distinguishing features of cooperative enterprises. 
The proportion of farmers’ elevators following a more truly eoopera- 



COOPERATIVE MARKETING OF GRAIN 


28 


tive plan is greater among the organizations which have been 
formed during recent years than in ease of the earlier companies. 

Farmers’ Elevators Differ from Many Other Cooperative 
Enterprises. — Farmers’ elevator companies are different in method 
of operation from many other types of cooperative marketing associ- 
ations in that the farmer receives cash for his grain at the time 
of delivery in place of waiting until it has been sold by the organ- 
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Fig. 7, — Product* handled by farmers' elcvatoro in Nebraska auggestive of lines 
handled by elevators in other states, except that percentage handling livestock ia higher in 
Nebraska than in moat other states. (Nebraska Agr. Ext. Bui. 04.) 

ization. This is the accepted method of operation for elevators, and 
the farmer is accustomed to it. The farmers’ companies adopted it 
because they believed it necessary to do so in order to meet the 
competition of the privately owned elevators. This plan requires 
more capital than if the farmer was not paid until his grain was 
sold in the central market. The organization also is exposed to 
some speculative risks because of fluctuations in grain prices 
between the time the grain is delivered by the farmer at the elevator 
and the time it is sold by the elevator. Some of the farmers’ ele- 
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vators make a practice of hedging 2 in the future market as an 
insurance against loss on account of these fluctuations, but others 
do not. 

The farmers’ elevator companies which are established on the 
cooperative basis limit the dividends on capital stock to a rate 
which will give a fair return on the investment, as, for instance, 
six or eight per cent on the par value of the shares of its capital 
stock. Patronage dividends, or refunds, based on the amount of 
grain sold to the company and the value of supplies purchased from 
it are paid if there is a further distribution of earnings to be made. 
This distribution may be made only to members, or non-members 
may be included but usually at one-half the rate paid to members. 
Some companies provide for the application of the non-members’ 
dividend to the purchase of a share of stock. 

State Farmers’ Grain Dealers Associations. — As farmers’ 
elevator companies increased in number, need was felt for central 
associations which would furnish a point of contact for the different 
elevators with one another. This need resulted in the establishment 
of organizations, usually called state farmers’ grain dealers associa- 
tions, in each of the important grain states of the Middle West. 
The first of these was organized in Illinois, about 1902. The mem- 
bership of these associations consists of local farmers’ elevator 
companies which pay dues for the support of the state bodies. Each 
of these state associations has a secretary who looks after the 
principal activities undertaken. This official frequently takes an 
active part in assisting with the organization of new companies in 
his state. 

National Association. — The state associations in turn have a 
national organization known as “ The Farmers’ Grain Dealers 
National Association,” which attends to questions of interstate and 
national importance. Transportation questions have received a 
great deal of attention both by the state associations and the 
national body. 

3 A country elevator which has bought grain inay hedge bv selling 
a corresponding amount for future delivery. When the eash grain is sold 
a future is purchased to offset the future sale previously made. Normally, 
the relationship between the cash and future price are fairly constant, 
so that a Iosb on the cash grain is counter-balanced by a profit in the 
future transactions and vice versa. 
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Organization for Terminal Marketing. — Farmers’ elovator 
companies handle the marketing problems of the grain grower at 
local points. After farmers’ elevator companies were w T ell estab- 
lished it is not surprising that consideration should be given to 
organizations for the terminal markets. Grain growers have been 
criticized in some quarters because their efforts at cooperative mar- 
keting have been mainly local in nature. Such criticisms may not 
always give due regard to the nature of the problems which led 
to the organization of farmers’ companies. At any rate, the estab- 
lishment of large organizations at central markets must be based 
on strongly organized localities. 

Developments in the United States and Canada Com- 
pared. — The results obtained by grain growers in Canada in coop- 
erative grain marketing have furnished encouragement to farmers 
in the United States to enter the terminal markets, as the Canadian 
grain farmers have met with marked success in their terminal mar- 
keting organizations. Cooperative grain marketing in Canada has 
followed a different course from that of the United States. The 
Canadian growers have obtained their results largely through the 
establishment of extensive organizations which own and operate a 
number of country elevators and also attend to the marketing of 
the grain from these elevators in the terminal markets, although 
there are some local farmers’ elevators in Canada similar to those 
in the United States. 

Comparison between the developments in Canada and in the 
United States must take account of some differences between the 
two countries. The following excerpt from United States Depart- 
ment of Agriculture Bulletin No. 937 3 throws some light on 
this point. 

“ There is a notable difference in the manner in which 
the cooperative activities of the farmers took concrete 
form as between the middle western section of the United 
States and Western Canada. In the United States the 
farmers began by establishing their own cooperatively 
ow-ned elevators at the local station, trusting to inde- 
pendent commission firms in the terminal markets to fur- 
nish an outlet for their grain. The individual grower of 

*MeW, J. M.: ° Cooperative Grain Marketing” 1021. 
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grain sold his grain to his own local elevator company, 
in which he was a stockholder, and it in turn found an 
outlet for the grain through the regularly established com- 
mission firms and other trade avenues. In Canada, on 
the other hand, the farmers first organized for the purpose 
of securing legislation favorable to direct shipments by 
individual growers and of correcting alleged trade abuses. 
There was no attempt by the growers, in the beginning, 
to establish elevators; their efforts were directed toward 
securing the privilege of loading their own grain directly 
into cars and having it sold fairly in the central markets. 

That a grower might, if he so desired, ship his grain direct 
seemed to offer at least a check on those elevators which 
were unreasonable in their charges simply because the 
grain eventually had to move through them. The result 
of their efforts was the Manitoba Grain Act, which later 
became the Canada Grain Act. This act is very compre- 
hensive, and it specifically prescribes how nearly every 
phase of the business of grain marketing in Canada shall 
be carried on. Among its many provisions are regulations 
relating to the distribution of cars and the establishment 
by railroad companies of loading platforms for the con- 
venience of individual shippers. There is also provided 
a licensing system for country elevators, commission mer- 
chants, terminal elevators and track buyers. Under thi 3 
act comes also the authority for and the establishment and 
administration of grades, as well as weighing and inspec- 
tion. The law' is administered bv a commission appointed 
by the Governor in Council of Canada. 

“ It was not until extensive investigations by the Gov- 
ernment had been made of the entire grain-marketing 
system at the instance of the grain growers* associations 
of some of the Provinces, and the passage of the Manitoba 
Grain Act, that the grain growers in Canada engaged in 
cooperative marketing, and then they entered the terminal 
markets without first establishing country elevators. Their 
first activity was the establishment of the Grain Growers* 
Grain Co., Ltd., at Winnipeg, now the United Grain 
Growers, Ltd. During the first year of its existence this 
company conducted a purelv commission business, receiv- 
ing shipments of grain direct from member growers. 

Tt will be seen, therefore, that the farmers of Canada 
went into the terminal markets even before they estab- 
lished elevators at the country railroad stations, whereas 
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in the United States farmers’ elevators were first estab- 
lished locally. 

“ J ust wliy the grain growers in western Canada should 
begin their actual marketing activities in the terminal 
markets, while in the United States the farmers’ elevator 
movement originated with the establishment of country 
elevators, may not at first appear clear. However, it must 
be remembered that in Canada the efforts of the grain 
growers to market cooperatively began while the country 
was still new and sparsely settled. Capital with which 
to erect elevators at the country points was not readily 
available. Most of the growers had scarcely enough capital 
to carry on the business of growing wheat, and in that 
thinly populated section a capital subscription sufficient 
to erect a modern grain elevator at each shipping point 
would have amounted to a considerable per capita cost. 

The wheat farms were large ; farm storage was not so ade- 
quately provided as it was in Iowa, Illinois, and other 
Middle Western States when the movement started there, 
and consequently the establishment of loading platforms, 
and the possibility of shipping grain direct, without 
having it pass through the hands of the country dealers, 
seemed to the growers the most logical way out of 
their difficulties.” 

Terminal Grain Marketing Organizations in Canada. — The 

Grain Growers’ Grain Company which was established at Winnipeg, 
Manitoba, in 1906, was the first of these Canadian organizations. 
Five years later the Saskatchewan Cooperative Elevator Company, 
Ltd., was organized with headquarters at Regina, Saskatchewan. 
The Alberta Farmers’ Cooperative Elevator Company, Ltd., was 
established in 1913, and in 1917 this company and the Grain 
Growers’ Grain Company united in the United Grain Growers, 
Ltd., so that there are now only two large companies. 

The Grain Growers’ Grain Company was the pioneer in the 
field. This company obtained a membership in the Winnipeg 
Grain Exchange at the outset and during the first few years it 
operated as a grain commission firm. The rules of the Winnipeg 
Grain Exchange forbidding the rebating of any part of the com- 
mission charged by its members to their customers placed some 
difficulty in the path of the organization in that it prevented it 
from distributing patronage refunds as dividends to its members. 
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In fact, this rule brought about the suspension of the farmers’ 
company from membership in the Exchange at one time. It, 
however, was reinstated and has since followed the plan of refrain- 
ing from making any apportionment of earnings on the basis 
of patronage. 

The organizations in Saskatchewan and Alberta mentioned 
above secured assistance from the governments of their respective 
provinces in the way of loans for financing the purchase or erection 
of elevators at country points. One feature which is of interest 
in this connection is that the Saskatchewan Cooperative Elevator 
Co., Ltd., w r as formed as a result of recommendations of a com- 
mission appointed by the provincial government to make a study 
of grain marketing problems. The grain growers had previously 
requested the government to establish and operate elevators at 
country points. The commission presented a report unfavorable 
to this view, but suggested the formation of a farmers’ organization 
for this purpose. The government of Manitoba previously had tried 
to operate a number of country elevators, but after two years leased 
these elevators to the Grain Growers’ Grain Co. 

According to a recent bulletin of the United States Department 
of Agriculture/ the United Grain Growers’, Ltd., had a paid-up 
capital stock of $2,415,185.58 and a surplus of $1,756,429.78 on 
August 31, 1919. This company has over 35,000 shareholders. 
During the year 1919-1920, the Saskatchewan company had over 
21,000 shareholders, a paid-up capital stock of $1,132,737.50, 
reserves amounting to over $1,230,000 and a net profit from that 
year’s operations of about $225,000/ During the year 1919-1920, 
this company handled over twenty million bushels of grain, most 
of which was handled through its 335 country elevators. 

There are no incorporated local companies as units of these 
larger companies, but the members are grouped into informal units 
and while such groups do not have the status of a corporation, they 
do serve as a means of expressing the view r s of the members and 

4 U. 8 . Department of Agriculture Bulletin No. 937. 

‘Balance Sheet, July 31, 1920, in the Saskatchewan Cooperative Eleva- 
tor Co., Ltd., News, December, 1920. 

5 
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can act ia an advisory capacity on questions affecting the interests 
of the growers at the local shipping point. 

These Canadian companies operate the country elevators under 
their control and direct them from the central office and in that 
respect are similar to the line elevator companies in this country 
which have already been mentioned. They also market the grain 
of their members in the central market, both companies being mem- 
bers of the Winnipeg Grain Exchange. The Saskatchewan Com- 
pany has a terminal elevator at Port Arthur. (Fig. 8.) The 

United Grain Growers, 
Inc., has terminal ele- 
vators at Fort William 
and Port Arthur, Can- 
ada, and has engaged in 
other activities such as 
exporting grain through 
export corporations, 
connection w i t li the 
publication of the 
“Grain Growers’ 
Guide,” a farm paper, 
and subsidiary corpora- 

Courtesy U.S.D.A. * r 

Fio. 8 — One of the local grain elevators of the tlOllS for Other purposes 

kat-chewan Cooperative* Elevator Co. This company , . 

owns and operates a large number of such elevators. SUCil as 1 11 8 11 r a Jl C e, 

operating saw mills, and the like. This company handles large 
quantities of farm supplies as well as selling grain, the annual 


report for the year ending August 31, 1019, indicating a business 
of over six million dollars in supplies alone. This company also 
has a livestock department. 

Canadian Example Followed in the United States. — The 


grain farmers in the United States have viewed the developments 


in Canada with much interest and frequent reference to the “ Can- 
adian plan” has been made during the last few years. Local 
farmers’ elevators have demonstrated their ability to succeed and 
it is not strange that the grain farmers should next look beyond 
purely local organization to a movement covering a larger territory 
and having for its purpose the entering of terminal grain markets. 
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The Equity Cooperative Exchange. — The Equity Coopera- 
tive Exchange, with headquarters at Saint Paul, is one of the 
farmers’ grain marketing organizations in the United States which 
has entered the terminal markets somewhat after the fashion of 
the Canadian organizations. This organization is an outgrowth of 
a feeling that conditions in the terminal markets were working 
hardships on the grain fanner. The movement to sell stock in the 
organization started among the members of the American Society 
of Equity in North Dakota in 1908, but the organization was not 
incorporated until 1911.® The Exchange began its marketing opera- 
tions with Minneapolis as its headquarters but did not have a 
membership in the Minneapolis Chamber of Commerce (the Grain 
Exchange). In 1914, it transferred its headquarters to Saint Paul. 
The early years of the life of this organization were full of bitter 
encounters between its supporters and those of the Minneapolis 
Chamber of Commerce. Charges and counter-charges were made 
rather freely and considerable feeling was created. 

After the Exchange moved its headquarters to Saint Paul it 
erected a terminal elevator in that city as part of its equipment. 
It has also gradually acquired ownership of country elevators and 
in October, 1921, the number of such elevators was reported to 
have reached a total of 85. 7 The authorized capitalization is nine 
million dollars divided into fifty-dollar shares. Each member has 
only one vote and no member can own more than twenty shares 
of stock. Dividends on stock are limited to eight per cent, but 
are cumulative. Its paid-up capital stock is $1,600,000 and its 
membership is 20,000 (l.c.). The operations of the country ele- 
vators owned by the Exchange are directed from the central office. 
In addition to handling the grain of its own country elevators, ship- 
ments are received from some other country elevators. Some of 
these country elevators own stock in the Exchange but control their 
own operations and may or may not ship their grain to the 
Exchange. 8 The Exchange has nine directors elected from among 
the stockholders for periods of three years and these directors have 

® Anderson. J. M., in Grain Growers* Textbook No. 2. p. 12. 

T From leaflet. “25 Reasons Why You Should be a Paid-up Stockholder 
m the Equity Cooperative Exchange,” October, 1021. 

8. Department of Agriculture Bulletin No. 937, p. 17. 
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charge of the business of the organization. The Exchange is not 
a federation of local associations. It has local elevator units and 
local boards which operate under rules prescribed by the Exchange. 
These local boards act in an advisory capacity. 

The Michigan Elevator Exchange. — A central grain market- 
ing organization of a somewhat different type from the one just 
described has been established in Michigan under the name, Michi- 
gan Elevator Exchange. This organization was formed in the 
summer of 11)20 as a department of the Michigan State Farm 
Bureau, but later was incorporated under state law as a separate 
organization. It is a non-stock organization and the membership 
consists of local cooperative elevator companies which pay an initial 
membership fee and sign a contract to market their grain and 
beans through the Exchange. 0 The Exchange started business in 
November, 1920, and at that lime had twenty paid-up members. 
During the first month it handled $00,000 worth of business (I.C.). 
The volume of business handled during the month of July, 1921, 
reached a total of $552,000 and the membership in October, 1921, 
had increased to ninety-seven local elevators. 10 The total volume 
of business transacted through the Exchange from the time of 
organization up to June 30, 1921, amounted to almost two million 
dollars. 11 The business has been divided into departments, one 
handling grain, another handling beans, and a third handling hay. 
The Exchange does not buy any of the products which it handles, 
but acts as an agent for its members in finding outlets for them. 

The Committee of Seventeen. — A conference of a large num- 
ber of representatives of farmers' associations and other agencies, 
called by the American Farm Bureau Federation, was held at 
Chicago on July 23 and 24, 1920, for the purpose of considering 
grain and livestock marketing questions. A committee of five mem- 
bers was appointed to present resolutions to those in attendance 
at the conference setting forth recommendations for future action. 
This committee made the following report: 

•Cribbs, W. C., in Michigan Farm Bureau News, reprinted in American 
Cooperative Manager, September 25, 1921. 

"Letter to writer from C. S. Benton, manager of bean department, 
October, 1921. 

11 Annual Report for year ending June 30, 1921. 
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" Resolved , That we recommend that the chairman of 
this convention appoint a permanent committee, not to 
exceed seventeen members, representing the various organ- 
izations interested and with the consent and approval of 
such organizations, to consider, formulate, and submit 
hereafter for consideration, a definite plan of organiza- 
tion, whereby all organizations of grain producers can 
conduct cooperative grain marketing through one or more 
central organizations or grain exchanges, or such other 
solution of the cooperative marketing problem as may be 
approved by such committee, and that each organization 
or interest represented shall hear the expenses of its own 
delegate or committee members. That when this com- 
mittee is ready to report, copies of this report shall be 
sent to each organization, and the Chairman of the Ameri- 
can Farm Bureau Federation shall call a conference of 
accredited delegates of such organizations with power to 
act, to whom such plan shall be submitted for adoption 
or rejection. 

“ Resolved , further, That we believe that true coopera- 
tion will furnish the solution of the grain marketing prob- 
lems of this country, and, further, that we earnestly sug- 
gest that the Commission investigate the application of 
cooperative principles to the problems of grain marketing, 
and cover the same in its forthcoming report upon grain 
conditions in the United States; that in our opinion no 
report upon this subject will he complete without consider- 
ation of cooperative principles as applied to marketing.” 12 

A committee was appointed in accordance with this resolution 
and it soon became known as the “ Committee of Seventeen ” be- 
cause of its having that number of members. This Committee spent 
several months in gathering information, holding conferences and 
drafting its recommendations which were presented to a “ National 
Ratification Conference ” held at Chicago on April 6-8, 1921. 
According to its report, the Committee recognized three “funda- 
mental elements ” in its proposed system, namely, ( 1 ) the grain 
grower, (2) the local cooperative elevator company or grain growers* 
association, and (3) the central sales association (l.c.). 

The general feature of the plan outlined by the committee sug- 
gested the establishment of a national sales association on the 

“Outlined explanation of the proposed grain marketing plan of the 
Farmers’ Grain Marketing Committee of Seventeen. 
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non-stock, non-profit plan. The grain grower would become a 
member of the national body by payment of an initial membership 
fee of ten dollars. lie would also be required to sign a contract 
to deliver all his surplus grain to his local cooperative elevator or 
grain growers* association for a period of five years. The elevator 
in turn would sign a contract with the central selling association 
binding itself to market the grain of the member signers through 
the National Agency. 

The Committee suggested that three methods of handling the 
grain be provided, one by which the local elevator would purchase 
the grain from the members in accordance with the prevailing 
practice ; another, that the local elevator would consign it for them ; 
and the third, that, the grain of the members around a local elevator 
might he pooled. It also provided that an elevator might pool 
with other elevators in its district, or that the local elevator might 
ship its grain to the central on consignment. These optional fea- 
tures gave flexibility to the plans suggested. The ratification con- 
ference was attended by some who were firm believers in the pooling 
plan and desired to make the pooling feature compulsory. The 
plans proposed by the Committee, however, were adopted. 

The United States Grain Growers, Inc. — As a result of the 
ratification of the plans of the Committee of Seventeen, the United 
States Grain Growers, Inc., was incorporated as a non-stock, non- 
profit organization in April, 1921. This is the national sales agency 
contemplated by the Committee of Seventeen in its report. The 
by-laws of this organization restrict the membership to “ producers 
of grain and related products.” An initial membership fee of 
ten dollars is required. Each member has only one vote and the 
organization of the members into voting units with headquarters, 
at the respective shipping points, is provided for. Each voting unit 
selects a delegate to represent that unit in a convention in its 
congressional district. Delegates in turn are selected by each con- 
gressional convention to represent that district in the national 
convention. The by-laws provide that the delegate of each voting 
unit shall cast one vote for each membership of his unit and that 
each delegate of a congressional district, in turn, shall cast one 
vote for each membership in his district. The organization has 
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a board of directors consisting of twenty-one members elected at 
the annual meeting, by ballot. 

Contracts between the members and the local elevators or associ- 
ations, and between the latter and the United States Grain Growers, 
Inc., are provided for in the plan. The contracts are binding from 
the time they go into effect until June 30, 1927, and from year 
to year thereafter except that after the above date they may be can- 
celled at certain times. 13 The growers* contract provides the optional 
features already mentioned. Thus, he can sell to his local coopera- 
tive elevator or he may pool it with his neighbors and have the 
local elevator handle it for him. Under the contract which the 
local elevator company enters into with the association, the elevator 
“ agrees to market through the United States Association all the 
grain committed to it for sale or shipment by members of the 
United States Association under the terms of a contract between 
the said farmers and the elevator company/* 14 

Development of Plans. — A cooperative marketing venture of 
the scope of the United States Grain Growers, Inc., which has for 
its purpose the handling of such staple farm products as grain 
from an extensive territory is a tremendous undertaking. A large 
membership and volume of business is necessary for the adequate 
support of the machinery necessary, and the obtaining of such a 
membership and tonnage is a man-sized job in itself. 

The United States Grain Growers, Tnc., launched an active 
campaign for the sign-up of members soon after it was established, 
paid solicitors being employed for this work. The first annual 
meeting was held in March, 1922, and the fifty-six delegates at 
this meeting represented over 41,000 members. 15 This included 
the farmers who had signed up by January 17. It was reported 
that at the time of the annual meeting the membership consisted 
of over 50,000 farmers. While this appears as a large total, it is 
not in reality a large proportion of all the grain growers in the 
middle western states. The reports presented at the first annual 
meeting indicated that the cost of obtaining signatures had ranged 

u See Section 4 of Grain Growers’ contract. 

14 See Section 1 of elevator contract. 

"United States Grain Growers’ News Release No. 51, March 25, 1922, 
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from $4.77 per member in Indiana to $8.55 in Colorado (l.c.). 
The treasurer’s report showed expenses considerably in excess of 
the cash income for the first year. While some lack of harmony 
existed among the delegates at the annual meeting, most of those 
in charge of the administration were retained in office. 

The state of the organization’s finances revealed at the annual 
meeting, however, led to the appointment soon thereafter of a 
‘‘Mid-West Farm Bureau Creditors’ Committee.” A plan of reor- 
ganization was worked out by this committee and presented to the 
presidents and secretaries of the Farm Bureaus in middle western 
states. 18 An auditor’s report of the financial condition of the United 
States Grain Growers, Inc., on July 26, 1922, showed a net deficit 
of over $285,000 (l.c.). The officers presented a report to the 
creditors’ committee which indicated that plans to establish a gen- 
eral sales agency had failed to materialize and that they were will- 
ing to resign. The organization was reorganized at a meeting of 
the board of directors early in August, 1922, and new officers 
were selected. 

Future of the Development. — The United States Grain 
Growers, Inc., has met with a great deal of opposition and criti- 
cism. Some of the criticism has come from persons and interests 
that have feared the development from a selfish standpoint because 
of the elfect it might have on their own business. Others who have 
been friendly towards cooperative marketing have called attention 
to certain features which they regarded as undesirable. What the 
outcome of this movement is finalty going to be is uncertain at 
the time this is written since the reorganization has been effected 
so recently. The new administration is handicapped by the finan- 
cial condition of the organization and by the mistakes which have 
been made. The situation naturally is more difficult than if these 
mistakes had not been made. 

Whatever the final outcome is, valuable lessons may be learned 
from the experiences of this venture. Emphasis is placed in this 
volume upon the fact that marketing is a business and that a suc- 
cessful marketing enterprise, he it private or cooperative, must 

l " American Farm Bureau Nev-8 Letter, Vol. II, Xo.~32, August 10, 1922. 
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adhere closely to business principles in its organization and man- 
agement. The expenditures for organizing can easily become bur- 
densome as demonstrated by this organization. The United States 
Grain Growers, Inc., has suffered from over-zealousness in prom- 
ising results. Paraphrasing an old adage, it might well be said 
that in organizing for cooperative marketing “ An ounce of results 
is worth a pound of promise.” Some of the membership solicitors 
were inclined to overstate possibilities, a situation with which it is 
often hard to cope and, especially so, when the work of procuring 
members is assigned to paid workers. While cooperative associa- 
tions have frequently been criticized because of the time and effort 
■which they require from some of the members, there is much to 
be commended in a plan which relies more upon the efforts of 
unpaid members in securing new members than upon those of 
highly paid organizers from the outside. The experiences of this 
grain organization demonstrate clearly that the matter of organiza- 
tion expenses merits careful attention. The movement has also been 
criticized as being one working down from the top rather than 
up from the bottom. Undoubtedly, there was some justification 
for this criticism. The picture of a large-scale organization appeals 
to the imagination, but dictates of experience show that the success 
of a large organization depends entirely on how well its foundation 
is laid, and the foundation of a cooperative organization is the local 
organization and membership. The large cooperative organization 
depends upon the membership for its strength. An elaborate over- 
head organization cannot be put into successful operation unless 
it has ample support from the local communities it seeks to serve. 
It would appear to have been desirable if the plans adopted by the 
United States Grain Growers, Inc., could have made the local 
cooperative elevator associations, of which there are already large 
numbers in existence, a more prominent factor in the movement 
than they did. 

Northwest Wheat Growers, Associated. — The farmers* ele- 
vator movement did not develop as rapidly in the Pacific Northwest 
as in some of the central western states. During the last year 
or two, however, organization developments on an extensive scale 
have occurred among grain growers in these states. The states of 




Courtesy U. S. D. A, 

Fig. 9. A type of grain warehouse found at many points in the Pacific Northwest. 


agency shall market the products of the member associations and 
authority is granted to it to establish the necessary offices, to 
employ assistance, to borrow money, and to sell the products of 
the associations. The agreement also stipulates that sales shall be 
pooled according to variety, grade, and quality. 

State Wheat Growers* Associations. — As indicated above, 


Washington, Oregon, Idaho and Montana have state wheat growers’ 
associations . 17 These associations are organized on similar plans 
which, in general, are along the following lines. The 11011-stock, 
non-profit form of organization has been employed. The grower 

“Similar associations recently have been organized in other states 
including North Dakota. Nebraska, Kansas, Oklahoma, Texas and Colo- 
rado. The plan of organization employed is essentially the same as that 
described in greater detail in Chapter VIII, Cooperative Marketing of 
Cotton and Tobacco. 
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pays an initial membership fee of ten dollars and enters into a 
contract, with the association whereby he agrees to sell to the 
association and the association agrees to buy from him all the 
wheat, he produces during a period of years. The method, of 
determining the price to be paid the grower for his grain is set 
forth in the contract. Pooling of the wheat according to variety, 
grade, and quality is provided for and the association pays the 
grower the average price received less cost of operation and deduc- 
tion for reserves. Provision is made in the agreement signed bv 
the grower for the establishment of a warehousing corporation to 
operate elevators, warehouses and similar facilities. (Fig. 9.) 
These corporations are formed with both common and preferred 
capital stock, the common stock being held by the association and 
the preferred stock being sold to anyone. Provisions are made for 
the retirement of the preferred stock by deductions from the pro- 
ceeds received for grain sold. Cross-contracts between the non- 
stock association and the warehousing corporation sot forth the 
relation between the two organizations. 

QUESTIONS 

1. Why is there wide-spread interest in cooperative grain marketing? 

2. Describe the way in which grain is marketed. 

3. What are “ line elevators’’ ? 

4. In what ways could “ line elevators ” exercise influence over market- 

ing methods? 

5. What does the Federal Trade Commission say alnmt the restriction 

of competition which existed in the grain trade? 
fi. What were the results of the earl}' farmers’ elevator organizations? 

7. What is a “ penalty clause ” and what part did it play in the estab- 

lishment of farmers’ elevators? 

8. Describe a typical farmers’ elevator company. 

9. In what respects do farmers’ elevator companies differ from many other 

types of cooperative organizations? 

10. What are the objects of the state and national associations of 

farmers’ elevators? 

11. Outline the differences between the procedure followed in CanadA in 

undertaking cooperative grain marketing and that in theUnited States. 

12. Discuss Canadian grain marketing organizations. 

13. What Canadian methods arc being followed by organizations in the 

United States? 

14. Discuss the Equity Cooperative Exchange. 

15. IIow did the Committee of Seventeen originate and what was its purpose? 
Id. Discuss the United States Grain Growers, Inc. 

17. Discuss the organization campaign of the United States Grain Growers, 

Inc., and the mistakes made. 

18. Outline grain marketing developments in the Pacific Northwest. 
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4 Alvord, Henry E. : “ Dairy Development in the United States/* U. 8. 
D. A. Yearbook, 1899, p. 386. 


COOPERATIVE MARKETING OF BUTTER 
AND CHEESE 

Creameries and Cheese Factories. — The organization of fac- 
tories for making cheese dates back to about the middle of the 
nineteenth century; creameries for the manufacture of butter were 
started a little later. The early cheese factories and creameries 


Fio. 10.— Grove City, Pa., creamery, operated as a cooperative creamery and also used tor 
experimental purposes by the U. S. Dept, of Agriculture. 

were generally cooperative. 1 Formerly butter and cheese were made 
oil the farms, and while there was not a sudden change from that 
system, the proportion of factory-made products has had a steady 
increase. The early development of cooperative creameries and 
cheese factories in the United States took place in the eastern states 
where dairying was developed the most extensively. (Fig. 10.) 
Minnesota now leads the states in the number of cooperative cream- 
eries while Wisconsin has the greatest number of cooperative cheese 
factories. (Fig. 11 .) 


TYPICAL COOPERATIVE CREAMERY 
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Typical Cooperative Creamery.— The most common type of 
cooperative creamery is one established to take care of the dairy 
products within hauling distance of the plant. (Fig. 12.) Most 
of the cooperative creamery associations are formed with capital 
stock, the amount of capitalization varying with the location, 
volume of business, and other factors, ranging from below $5,000 
to $50,000 or more in some of the larger plants. The volume of 
business available is important as there must be sufficient butter-fat 
available to the creamery to make its economical operation possible. 



Fni. II. — Interior view of a cooperative creamery. 


It is usually considered essential to have the products of not less 
than four or five hundred cows available before establishing a local 
plant. The par value of shares ranges from $25 or less up to $100. 

Some cooperative creameries have been organized without anv 
capital stock. In the early days of cooperative creameries in Min- 
nesota there were instances where farmers would get together and 
sign a joint note which would be used in borrowing the money 
necessary to erect and equip a plant, and this loan would be paid 
gradually by means of deductions from the returns received for 
butter sold. These organizations were examples of real cooperative 
spirit although it is doubtful whether the majority of the signers 
were fully aware of the liability which they were assuming in sign- 
ing a joint note of this character. 
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Cooperative creameries receive the butter-fat delivered by their 
members in the form of whole milk, or more commonly in the form 
of cream. Some plants have wagons or trucks which gather the 
cream from the farms. The cream is weighed and tested by the 
creamery in order to ascertain its butter-fat content, and the patron 
is credited with the number of pounds of butter-fat which he has 
delivered. The butter which is churned, is commonly shipped to 
some central market ; for instance, a large proportion of the butter 


Courtesy D. S. D. A. 

Fio. 12. — A local cooperative creamery. 

manufactured by cooperative creameries in Minnesota is shipped to 
New York City and Philadelphia. A plan frequently followed by 
cooperative creameries is to pay their farmer patrons once each 
month for the butter-fat they have delivered during the previous 
month. The returns received for the butter made and sold during 
each month are paid to the patrons in accordance with the butter- 
fat delivered by each, after the expenses of operation have been 
deducted and allotments to reserves have been made. By this plan 
each patron receives his pro rata share of the results of the under- 
taking. Occasionally some other period than a month, as, for 
instance, one or two weeks is used as a basis. Some creameries 
pay cash on delivery of cream, but this is generally in the case of 
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weaker creameries which have difficulty in meeting the competition 
of cream buyers who pay cash. A few large cooperative creameries 
receiving shipments by railroad from farmers at considerable dis- 
tance are in operation in sections of the country where dairying 
is not sufficiently developed to support strictly local concerns, but 
most of the cooperative creameries are purely local enterprises. 

The organization and operation of cooperative cheese factory 
associations is not essentially different from that given for coopera- 
tive creameries. As a cheese factory receives its raw material in 
the form of whole milk, the area served by the association is usually 
somewhat smaller than in the case of cooperative creameries. 

Cooperative Cream Shipping Association. — Communities in 
which there is some dairying, but not on a sufficiently extensive 
scale to support a local creamery, may market cream by direct ship- 
ments to a creamery at a central point or by sale fo a local cream 
station which in turn ships to a central creamery. Farmers in some 
communities have organized cooperative cream shipping associa- 
tions which operate cream stations where the cream is received, 
weighed and tested and from which it is shipped to a creamery. 
Such associations give the members a means of checking the weight 
and test of the cream shipped and, in some instances, there is the 
added advantage of having a choice of several markets or outlets. 
The advantage gained from volume of business, possible saving on 
transportation, and the influence which may be brought to bear 
on the improvement of quality are other favorable factors. 

Difficulties of Cooperative Creameries. — The early coopera- 
tive creameries did not have to face the same sort of active opposi- 
tion that was manifested towards farmers' grain elevator companies 
by other interests. This was due in part to the fact that large 
butter manufacturing establishments at central points have been 
developed since the dairy industry became extensive and were pre- 
ceded by the early cooperative plants. Cooperative creameries, how- 
ever, were often confronted with other difficulties. Plants were 
established in many communities where the number of cows was 
insufficient to form a supply of raw material. In the state of Kansas 
alone 500 creameries were established between 1885 and 1900 most 
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of which apparently were short-lived because of insufficient busi- 
ness. 3 The creamery promoter was partly responsible for this. He 
would encourage the establishment of cooperative creameries with- 
out giving much consideration to the needs of the locality. Usually 
the promoter was a person who had something to gain by the estab- 
lishment of such a plant. The desire to sell creamery equipment 
played a part in bringing into existence organizations which later 
discovered that they had no real need for the equipment and at 
times also discovered that they had been charged more for the 
equipment than it would have cost elsewhere. 

Federations. — As has been the case with farmers’ elevators, 
the development of cooperative creameries and cheese factories has 
consisted mainly of independent organizations each serving iis par- 
ticular locality. It is mainly in recent years that extensive central 
business organizations of cooperative creameries and cheese fac- 
tories have been established. The conclusion that the founders of 
the cooperative creamery and cheese factory movement were short- 
sighted because they did not establish large, central organizations 
early in the movement is not justified, li must be borne in mind 
that the problems of outstanding important which the dairy 
farmers were seeking to solve by organization were principally those 
of a local nature. The conviction that the factory system of making 
butter and cheese was more satisfactory and remunerative than 
making these products in the home, was at the basis of the move- 
ment. That the movement for central organization did not make 
headway until local cooperative creameries and cheese factories 
were well established in large numbers was, indeed, highly desirable 
because it meant that the larger developments had a foundation 
upon which to build. 

It is true that local pride, local jealousies, and a feeling on the 
part of local organizations that they were capable of taking care 
of themselves, may have delayed the coming of the larger move- 
ments. That there is a field for united effort on a larger scale is 
apparently recognized in the federations which have been formed 
or are under way. Many local cooperative plants have succeeded 

* Kansas Station Bulletin No. 216, “ The Marketing of Kansas Butter,” 
by Theodore Maeklin. 
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in building up an enviable reputation lor high quality products. 
Local factories which are operated independently of similar fac- 
tories in neighboring communities do not, however, bring about 
the uniformity of quality which is so highly desired in marketing 
any staple product. Some of the larger private creameries at cen- 
tral points receive cream which often is far from being of the best 
quality, due to the fact that their supplies come from a large num- 
ber of farms, many of them at considerable distances. These large 
plants, however, find that this lack of quality in the raw material 
is at least partially counter-balanced by the fact that they make 
large quantities of butter which, although not necessarily of the 
highest quality, has one advantage in that it is more uniform than 
a similar quantity coming from a number of local plants. This is 
one of the arguments presented in favor of forming federations. 

The Minnesota Cooperative Dairies Association. — One of 
the central organizations of cooperative creameries is the Minne- 
sota Cooperative Dairies Association which was formed in 1907. 
The stockholders of this association are a number of cooperative 
creameries located in Minnesota. 8 The original purpose of this 
organization was to establish its own sales offices at important mar- 
kets, but during its first few years it merely made arrangements 
with certain dealers in the Chicago, New York, and Philadelphia 
markets to handle the butter which was turned over to the associa- 
tion. The plan which the organization had in mind at the outset 
was put into practice in 1915 when a distributing office was opened 
by the association in New York. 

The Tillamook County Creamery Association. — The Tilla- 
mook County Creamery Association is another federation of coop- 
erative dairy associations which has attracted considerable atten- 
tion. This organization was formed in 1909 by nine of the farmers’ 
cheese factories in Tillamook County, Oregon (l.c. p. 46). There 
were a number of cooperative and privately owned cheese factories 
in that section of the state, but the results obtained from the sale 
of cheese were frequently unsatisfactory, largely on account of 

* Jean ess, 0. B., and Kerr, W. H. : “ Cooperative Purchasing and Mar- 
keting Organizations among Farmers in the United States/’ U. 8. Depart- 
ment of Agriculture Bulletin No. 547, p. 45. 

4 
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improper distribution. The factory at Tillamook developed a plan 
of marketing its own cheese which was found successful. This 
led to the formation of the central organization and the secretary 
of the Tillamook association was placed in charge of the business 
of the federation. 

Mention has already been made of the importance of obtaining 
better quality and greater uniformity in the output of local coopera- 
tive factories. The Tillamook County Creamery Association recog- 
nized that the question of standardization was one of fundamental 
importance if the federation was to succeed and therefore engaged 
an inspector to spend his time in the field with the factories affili- 
ated with the organization, assisting them in their production prob- 
lems and working out standardized methods. The inspector tests 
the cheese and if it meets the required standard the boxes are 
stamped, “ Inspected by Tillamook County Creamery Association.” 
Cheese not up to the standard is packed in boxes which are 
not stamped. 4 

The Wisconsin Cheese Producers’ Federation. — The Wis- 
consin Cheese Producers’ Federation is another well-known example 
of a central organization of cooperative cheese factories. This 
organization, originally known as the Sheboygan County Cheese 
Producers’ Federation, was organized in 1913 on account of wide- 
spread dissatisfaction with the methods of marketing cheese then 
in vogue. 5 The farmers’ cheese factories had been selling their 
cheese on the basis of the prices of the Plymouth Cheese Board 
and there was a feeling among farmers that these prices were fixed 
to their disadvantage and that unfair practices were being followed. 
When the organization attempted to start in business it found that 
all the Btorage space for cheese had been engaged so it became 
necessary to organize a separate corporation which provided a ware- 
house and cold-storage plant. When these facilities were completed 
business operations were started. At first the federation met with 
considerable difficulty because of the opposition of other interests 

4 MaePherson, H., and Kerr, W. H.. in U. 8. D. A. Yearbook, 1916, “A 
Federated Cooperative Cheese Manufacturing and Marketing Association.” 

* JesnesB, O. B., and Kerr, W. H., V. 8. D. A. Bulletin No. 547, 1917, 
p. 48. 
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and also because it was not known by the trade. Connections with 
a number of cheese buyers were built up gradually, however, 
enabling the organization to increase its business. The difficulties 
of this organization at the outset are described in Wisconsin Experi- 
ment Station Bulletin No. 322, 6 in the following language: 

“ As a new concern, it had a volume of business 
assured, but no outlet for its cheese. A marketing federa- 
tion must have both a source from which products are 
drawn and outlets to forward them to consumers. It waB 
not surprising, then, that this new cheese federation was 
met by serious problems. First, it was obliged to pay 
farmers for cheese before the cheese was sold. Second, it 
lacked connections which would enable it actually to sell 
cheese. With no outlet of its own, it was forced to sell 
to other cheese concerns which had contact with consuming 
centres. It was unavoidable, therefore, that the cheese 
federation should sell most of its cheese during the first 
few years to large packers and others with numerous and 
dependable cheese customers. This, however, was reme- 
died as soon as the management was able to go out and 
solicit its own regular customers. How much this cus- 
tomer trade has been built up is shown by the fact that 
during 1919 less than six per cent of the federation’s 
cheese was shipped to the five large packers. The early 
lack of market connections which was the most serious 
weakness of the federation had been largely overcome.” 

The Wisconsin Cheese Producers’ Federation is now well estab- 
lished. It had affiliated with it over forty factories at the outset 
and in 1919 it received cheese from one hundred and twenty fac- 
tories, the total amounting to about fourteen million pounds. 7 
While this seems like a huge amount, it must be remembered that 
Wisconsin produces most of the cheese made in the United States, 
so that the above figure represents only a comparatively small per- 
centage of the total output of the state, showing the possibilities 
for expansion in the business of this organization. Figures of the 
cost of operation of the federation indicate that in 1920, 2.22 cents 
out of each dollar of sales were retained to pay the expenses of 
the organization (l.c., p. 84). 

•Macklin, Theodore: “Marketing by Federation,” p. 11. 

T Foster, L. G., in Report of National Dairy Marketing Conference, p. 83. 



Courtesy Minnesota Cheese Producers’ Association. 

Fia. 13. — The cold storage plant of the Minnesota Cheese Froduoera’ Association. 
Cheese made by the thirty-three cooperative cheese factories which are members of this 
association is received at this plant and sold by the central association. 
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Minnesota Cheese Producers* Association. — A group of 
cheese factories in Minnesota have more recently undertaken the 
establishment of a central marketing association in that state. The 
production of cheese in Minnesota is greatly overshadowed by the 
production of butter, but there are cheese factories in operation 
in some sections of the state, especially in the southeastern part. 
The Minnesota federation is capitalized at 51,000 dollars. It is 
established on a cooperative basis and is made up of cooperative 
factories. (Fig. 13.) The local factories are under contract to 
market the cheese which they produce, through the central organ- 
ization. 8 (Fig. 14.) 

Minnesota Cooperative Creameries Association, Inc. — A 

movement was started at a meeting of representatives of over three 
hundred cooperative creameries of Minnesota, in June, 1921, to 
organize a statewide association of cooperative creameries in that 
state. Its objects are described as follows : 

“ To assist in promoting quality and uniformity of 
products, thereby commanding better markets; 

“ To bring about greater efficiency and economy in 
manufacturing, shipping, and marketing; 

“ To save money for the creameries by ear-lot ship- 
ments and wholesale purchases of supplies; 

“ To give every creamery individual service in stand- 
ardizing and shipping its products at home, and in sell- 
ing them on the principal terminal markets.” u 

The organization was formed with capital stock, having an 

authorized capitalization of $51,000 divided into 2,040 shares of 

$25 par value. The stockholders (other than the directors) are 

to consist of local cooperative creamery, cheese, dairy, poultry, and 

agricultural corporations. The management of the business is 

vested in a board of directors not less than five nor more than 

one hundred in number. Districts are provided for and the directors 

8 Corniea, F. A., in Report of the National Dairy Marketing Conference, 
pp. 86-87. 

" From articles of incorporation, by-laws and sample contract of the 
Minnesota Cooperative Creameries Association, Inc., p. 1. 
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from given districts are nominated by the member-organizations 
in that district. Contracts are signed by the local creameries with 
the central association governing the relations between the two 
bodies. In January, 1923, it had a membership of over 380 
creameries. The savings on transportation in 1922, through con- 
solidation of shipments, were over $200,000. 

Cooperative Laundry in Connection with Creamery. — There 
is a type of cooperative enterprise which, although numerous 



Fig. 15. A cooperative laundry operated in connection with a cooperative creamery, 

Chatfield, Minn. 


instances of it are not found nor does it relate directly to mar- 
keting, is worthy of mention in connection with a discussion 
of cooperative creameries, namely, cooperative laundries. (Figs. 15 
and 16.) A few cooperative creameries have found that coopera- 
tive laundries could be established in connection with their plants 
to advantage. The power from the creamery may be employed in 
running the laundry. The patrons can bring the family wash at 
the same time they deliver cream and can get it at a later trip 
to the plant with cream. Small towns ordinarily do not have much 
in the way of laundry facilities nor is the average farm wife in 
tile habit of relying upon the services of a steam laundry, so the 
cooperative laundry provides a service which is somewhat of an 




Courtesy U. S. D. A. 

Fiu. 16. Interior view of a cooperative laundry. Such an enterprise can lighten the work of 

the farm wife. 

was started in 1912 and it is said that the idea of a community 
laundry originated with the secretary of the creamery company 
when he noticed that the butter maker had equipped a discarded 
churn for use in washing his laundry. 10 A separate company was 
organized in order to interest people in town as well as the farmers 
to become members and patronize the laundry. It, however, was 
placed under the same management and operated in connection 
with the creamery in an addition built for that purpose. 


10 Hansen, C. IT., “ A Successful Rural Cooperative Laundry,” Yearbook, 
U. 8. D. A., 10 15, p. 180. 
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innovation. In view of the numerous duties which fall to the lot 
of the average farm wife, the frequent absence of labor-saving 
devices and the difficulty of obtaining help, this innovation is one 
which would appear worthy of consideration by many coopera- 
tive creameries. 

The cooperative creamery at Chatfield, Minnesota, perhaps was 
the first creamery to establish a cooperative laundry. This laundry 
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QUESTIONS 

1. Describe a typical cooperative creamery. 

2. What plan is followed by many of the cooperative creameries ill paying 

their patrons for butter-fat! 

3. Under what conditions may a cream shipping association be worth while? 

4. What are some of the difficulties encountered by cooperative creameries? 

5. Discuss the activities of creamery promoters. 

6. Discuss the development of federations of creameries and cheese factories. 

7. What are some of the outstanding features of the Tillamook County 

Creamery Association? 

8. Show what problems the Wisconsin Cheese Producers’ Federation 

encountered. 

9. What are the purposes of the Minnesota Cooperative Creameries Associ- 

ation, Inc.? 

10. Discuss the operation of a cooperative laundry in connection with 

a creamery. 

11. What cooperative creameries arc tyund near you? 



CHAPTER V 


COOPERATIVE MILK MARKETING 

Milk Producers* Organizations. — The producer of market 
milk for consumption in the larger cities is placed in a position 
with respect to marketing problems which makes him regard some 
form of organization as essential to the proper conduct of his busi- 
ness. The distribution of milk in the larger cities is to a consider- 
able extent handled by large distributing plants. The city milk 
business is such that a great deal of expensive equipment is required 
in order to care for the product properly and meet the sanitary 
requirements laid down for the protection of consumers by health 
authorities. The large corporation with ample capital is best 
equipped to undertake this work. An investigation by the Food 
Administration which included forty-six companies in most of the 
larger and some of the smaller cities in the eastern half of the 
country, showed that these companies had assets amounting to 
almost $49,000,000 and that the sales during a period of six months 
totalled over $41, 000,000. 1 

The fact that large corporations are in control of the distribu- 
tion of milk in many cities has frequently given the producer reason 
to feel that as an individual he has in no sense been on a plane 
of equality with the city dealer in the matter of bargaining in the 
sale of his milk. The producer has not always appreciated the 
heavy expense involved in the handling and distribution of milk 
through city plants, and the spread between the price which he 
receives and that paid by the city consumer has frequently been 
regarded by the producer as ample evidence that the dealer was 
receiving inordinate profits. Milk dealers have not always been 
averse to taking advantage of their centralized control when it came 
to dealing with the individual, unorganized producer. Under such 
conditions it is not surprising that the producer has felt sufficient 
need for an organization so that there now are milk producers* 

1 Summary of Report of the Federal Trade Commission on “ Milk and 
Milk Products/’ p. 16. 
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associations of one type or another in nearly all of the areas which 
supply the principal cities with fluid milk. 

Milk producers have had organizations for forty years or more. 
The dairymen supplying New York City formed an organization 
to bargain with the dealers as early as 1883. 2 There have been 
organizations in that market most or all of the time ever since, 
although these organizations have not always been in active opera- 
tion. Milk producers had organizations in Boston, Chicago, Cleve- 
land and other markets a number of years ago. One of the speakers 
at the National Dairy Marketing Conference held in Chicago in 
May, 1931, stated that “ The milk producers of New England have 
been more or less organized since 1873.” 3 

Types of Organizations. — Milk producers have not all em- 
ployed similar plans or methods in their organized marketing 
activities. The problems are not the same in all markets and it 
is more important that the plan adopted be suited to the work 
required of it than that all milk producers’ organizations should 
be built in accordance with the same specifications. A market such 
as New York or Boston is located in a section of the country where 
the market milk industry is of paramount importance to the dairy 
farmer, while some of the middle western cities, such as Minne- 
apolis and St. Paul, are not far distant from farming regions 
which turn most of their dairy products over to local creameries 
to be manufactured into butter. The milk supply of the city of 
New York comes from a territory extending several hundred miles 
north and west from that city; if a similar territory about Minne- 
apolis and St. Paul were to turn its milk supply to these markets, 
the consumption of these two markets would scarcely make a notice- 
able impression on the total supply. 

Collective Bargaining. — As already suggested the market milk 
producer often has felt decided limitations oil his own individual 
bargaining power in dealing with the city milk distributors. The 
consequence has been that collective bargaining has been one of the 
first steps in organized milk marketing on the part of the dairymen. 

3 Erdman, H. E. : The Marketing of Whole Milk, p. 139. 

* Pattee, Richard, in Report of National Dairy Marketing Conference, 
p. 25, 1921. 
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Organizations have been formed and a management has been cre- 
ated to serve as the mouth piece of the producer in dickering with 
the distributor. The latter has not always looked with favor upon 
what he sometimes has viewed as unwarranted dictation on the part 
of the producer in matters affecting his business interests. Distrib- 
utors, no doubt, at times have doubted that the farmer would stick 
to his organization long enough to make it effective. The result 
has been that some cities have experienced what have been popularly 
called “ milk strikes,” because neither side was willing to give in to 
the demands of the other. Several “ strikes ” of this kind occurred 
in the period 1915 to 1919. This is not entirely a late development, 
however, as an organized move on the part of the dairymen in the 
New York market in 1883 resulted in a large amount of milk being 
withheld from the market for three days because the dealers offered 
them only three cents a quart when they demanded three and a 
half cents. 4 

Several organized movements of dairymen about 1916 resulted 
in similar tests of strength between the producers* organizations and 
the distributor. Included in this group were organizations at 
Chicago, New York, and Boston. One of the speakers at the 
National Dairy Marketing Conference held at Chicago in May, 
1921, described the situation with respect to the Dairymen’s League 
(New York) in the following language: 

“ While the Dairymen’s League was organized, as I 
have stated, in 1907, and incorporated in 1909, it was a 
matter of infinite work and considerable expense to obtain 
enough members so that they could efficiently operate, and 
not until the fall of 1916 did the organization begin to 
operate. At that time the organization had about 13,000 
or 14,000 members. The organization then said to the 
milk distributors that it proposed, beginning October 1st, 
to sell the milk of its members. The distributors thought 
they were not at liberty to recognize them, refused to 
negotiate with them for* a price, and it resulted in word 
being sent out to the 13,000 to 14,000 members that their 
milk for October had not been sold. 

“ The time was ripe for the movement. To the sur- 
prise of many, instead of only 13,000 responding to the 

4 Erdman, H. E.: The Marketing of Whole Milk, p. 139. 
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information that their milk had not been sold, practically 
. all or a very large proportion of the dairy farmers all over 
that territory who were selling to distributors suddenly 
found that they did not care to sell their milk either, and 
the war was on and it continued for eleven days at the 
expiration of which time our friends, the distributors, 
were good enough to reconsider their former resolution 
and thought that they could deal with the organization, 
and did so, and a contract was arrived at .” 5 

Boycotts of this sort, while they may be of value in demonstrat- 
ing the strength of a movement and making the producers’ organ- 
ization an active participant in the marketing of milk, have many 
deplorable features. The consumer frequently is not acquainted 
with the farmer’s problem. He thinks in terms of the price he pays 
for his milk and he may be encouraged in the belief that the 
producers are seeking to take advantage of him. Milk which is kept 
on the farm means some loss of revenue to the farmer, although if 
a higher price results he may recover this; the distributor loses 
his profits while the boycott is on, and the consumer is deprived 
of his supply of a highly necessary food. Fortunately, however, 
recent years seem to have brought about a better understanding of 
the weakness of the boycott so that there is apparently a greater 
desire to find a more satisfactory way. 

Surplus Milk. — Milk production is somewhat seasonal, the 
amount of milk produced in spring and summer being greater than 
the production during fall and winter. On that account there is 
a surplus of whole milk in many markets during part- of the year. 
This is often a perplexing matter to handle and one which has 
affected milk producers’ marketing organizations. A distributor 
who has to receive milk from a certain number of dairymen during 
the winter months in order to supply the needs of his trade may 
find a surplus of milk on his hands with the advent of spring. 
If he handles this surplus it has to be turned into manufactured 
products of one kind or another, and as milk disposed of in this 
way usually brings a lower price than that which is sold as whole 

"Miller, John D., in Report of the National Dairy Marketing Con- 
ference, p. 14. 
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milk, he must consider the surplus problem in determining the 
price he is willing to pay for milk. 

Surplus milk has been used as an argument by dealers to lower 
prices to the dairymen. Threats on the part of the dairymen to 
withhold their milk in order to enforce their demands lose much 
of their force when made in a period of large surplus. In the case 
of cities located in sections which produce much more dairy prod- 
ucts than need for the whole milk trade, there is an actual or at 
least a potential problem of surplus at all times. 

The surplus problem has been worked out through agreements 
between the producer and the distributor in some markets. In the 
case of New' England, a somewhat intricate plan was evolved during 
the war whereby milk used for the whole milk trade would bring 
one price and surplus milk would be paid for on a different basis. 
Producers' organizations in some other sections regarded the equip- 
ment of the organization with facilities for the manufacturing of 
surplus milk into by-products as the best method of taking care 
of this difficulty. Associations having such plants can take the 
surplus off the hands of the dealer. 

Cooperative Sales Organizations. — The collective bargaining 
type of organization, in the sense that it makes arrangements with 
the dealers for the sale of the members* milk, is a selling organiza- 
tion. These organizations do not sell the milk from day to day, 
nor do they collect the money due the producers for it. The surplus 
question was one of the reasons for the development of a type of 
organization which takes an active part in the sale of the milk, 
collecting from the dealers and making payments to the producers. 
Pooling plans are common in many types of farmers' cooperative 
marketing enterprises. By the term “ pooling,” reference is had 
to an arrangement whereby the returns received for products sold 
during definite periods can be averaged so that each member receives 
the average price for products of the grade which he has delivered. 
A collective bargaining organization would meet with difficulty in 
attempting to sell one farmer's milk to a cheese factory or con- 
denserv at a lower price than his neighbor's milk is sold to a milk 
distributor. However, an organization which is actively engaged 
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in selling and is handling the money can do so by averaging the 
returns so that members will be treated fairly. 

Cooperative City Milk Plants. — In some instances milk pro- 
ducers have decided that the most feasible solution to their market- 
ing problems has been to establish cooperative milk distributing 
plants which would carry the milk on through to the consumer. 
Where this is done, the milk producers’ organization assumes the 
position of a distributor. The cooperative milk plants which have 
been started are located for the most part in smaller cities. In some 


Fig. 17. — A cooperative city milk plant, Lexington, Ky. 

cases, cooperative plants have supplanted a dealer or have entered 
into competition with other dealers, and in other cases they have 
taken the place of individual delivery to consumers by the dairjunen 
themselves. (Fig. 17.) 

The equipment required in city milk plants is both expensive 
and short-lived. The business is of such a character that a high 
degree of managerial ability is necessary for the best results. These 
and other factors make this field somewhat difficult for producers’ 
marketing organizations. In the case of large cities where the milk 
supply comes from a wide area, the number of producers and the 
size of territory involved, make it difficult to secure an organization 
with ample capital for this purpose. The dealers in larger cities 
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also usually are larger and better established than the dealers iu 
smaller towns and this is a factor to which consideration must 
be given. 

Typical Milk Producers* Organizations. — The Dairymen’s 
League Cooperative Association, Inc., which is now operating in 
the New York market, is one of the outstanding milk producers’ 
organizations of today because of its large membership and the 



Courtesy iJaixyroca's League Cooperative Association, Inc. 

Fig. IS. — Packing evaporated milk in the plant of the Dairymen's League Cooperative 
Association. Inc., at Vernon, New York. 


importance of the market which it serves. As a matter of fact, 
the dairymen supplying that market have two organizations, one is 
the Dairymen’s League, which was started in 1907, and the other, 
the Dairymen’s League Cooperative Association, Inc., an outgrowth 
of the original organization, which was incorporated in 1920. The 
original association has served the members primarily as a collective 
bargaining organization. Developments proved that the organiza- 
tion in the New York market should he more than merely the means 
of bargaining with the distributors of whole milk. Not all of 
the milk produced in New York’s milk shed is used for whole 
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milk consumption even though this is the principal outlet. Some 
of the milk goes to condenseries aiid this necessarily must be 
handled in a different way. (Fig. 18.) A representative of the 
Dairymen’s League described the problem in these words at the 
Chicago conference: 

“ Under our old contract we could not name one price 
to condenseries and another to fluid milk dealers for the 
reason that the condenseries, paying the farmers direct, 
and the fluid milk dealers, paying the farmers direct, 
would result in adjoining farmers receiving different 
prices, depending upon whether the milk went into a 
condensery or into the city, and as all milk would natu- 
rally seek the highest priced market, it would throw the 
entire marketing system out of adjustment.” 0 

This suggests the reason for establishing the new organization 
which is formed for the purpose of cooperative marketing, includ- 
ing the pooling of milk so that some of it may be handled in one 
way and some in another. 

The original Dairymen’s League was formed with capital stock 
and was incorporated under the laws of New Jersey. The capital 
stock in this organization, however, was practically the equivalent 
of a membership fee as the members averaged $3 each (i.c*. p. 15). 

The new association. The Dairymen’s League Cooperative Asso- 
ciation, Inc*., is a non-stock organization which is incorporated 
under the cooperative law of New York providing for marketing 
associations formed on this plan. New contracts were distributed 
for signature by the members, these contracts being between the 
marketing association and the producer. Under these contracts 
(see Appendix) the signer appoints the association his sales agent 
and gives it power to sell his milk as fluid milk or to manufacture 
it and sell the manufactured products. (Figs. 19 and 20.) The 
proceeds of sales are commingled and the prices paid to the pro- 
ducers are averaged with such differentials (such as those caused 
by location, etc.) as may be necessary to make the prices equitable. 

Plants are needed in an organization of this character to take 
care of milk which is not required by the fluid milk distributors 

• Miller, John I)., Report of the National Dairy Marketing Conference, 
1921, p. 15. 
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Courtesy Dairymen'* League Cooperative Association, Inc. 

Fia. 19. — Ice-cream freesere in the Auburn (New York) plant of the Dairymen’s League 

Cooperative Association, Inc. 


Courtesy Dairymen's League Cooperative Association, Inc 
Fig. 20. — Ice-crcamdclivcry truck used in connection with one of the plants of the Dairymen’s 

League Cooperative Association, inc. 
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for their trade. Money is secured by advances in the form of loans 
from the members, or funds may be created by deductions from 
the returns from products sold. The loans are repaid by similar 
deductions, and each producer is given a certificate of indebtedness 
for the amount deducted from his check and these certificates are 



Courtevy Dairymen's Lea (rue Cooperative Association, Inc. 

Fig. 21. — Staff of girls writing the monthly milk checks for the members of the Dairy- 
men’s League Cooperative Association, Ino. Typewriters made especially for writing checks 
are used in preparing the 60,000 cheeks distributed monthly. Approximately twenty different 
words or figures have to be entered on each check. 

in turn taken up and new ones issued over a five-year period, and 
so on continuously, „■ 

It is reported that the Dairymen's League had over 90,000 mem- 
bers listed, but due to changes, retirement, deaths and the like that 
there were probably about 70,000 or 75,000 members when the new 
organization was started. Over 50,000 of these had signed con- 
tracts when the new organization commenced to function in May, 
1921 (l.c. p. 15). This gives an idea of how extensive this par- 
ticular organization is. (Fig. 21.) 

The Twin City Milk Producers’ Association. — The Twin 
City Milk Producers’ Association is another well-known milk mar- 




TWIN CITY MILK PRODUCERS’ ASSOCIATION 67 


keting organization. This organization was started in 1.916 by milk 
producers supplying milk to the cities of Minneapolis and St. Paul, 
because of a need which they felt for an organization to represent 
them in dealing with the distributors. This organization is formed 
with capital stock and is incorporated under the cooperative law 
of Minnesota. The amount of capital stock was fixed at $50,000, 
consisting of $1 shares. 7 

Minneapolis and St. Paul are located in a section of the country 
where much attention is paid to dairying and a large number of 
local creameries and cheese factories are located at points not far 
distant from these cities. The Milk Producers’ Association made 
arrangements to rent a number of these plants in order to employ 
them as an outlet for the surplus milk of its members not required 
by the city dealers. It was established as a marketing organization 
from the outset, the milk being sold to dealers, supervision main- 
tained over the dealers’ tests and weights, and collection being 
made from the dealers and checks in turn sent out to the producers 
in payment for their milk. The manager of the association has 
described the surplus feature and the method of operation, in part 
as follows : 

“ An important feature of our organization is our 
country plants and method of handling the surplus. That 
was the big proposition that confronted us when we first 
organized. In our locality there is a great deal of milk, 
especially when we didn’t want it at this season (spring) 
of the year. We have 75 to 150 cheese factories within 
60 miles of the Twin Cities and right, at the present time 
there is at least four times as much milk within a radius 
of 75 miles as the cities can possibly use, which gives 
us an extremely large surplus. Our members produced 
about 7,000,000 pounds of milk in November and about 
15,000,000 pounds in June. You will see that we have 
over twice the milk this June that we had in November, 
and necessarily there is a big surplus problem. 

“ The way we operate is to have certain loads within 
a radius of 25 miles go to the distributor every day. By 
the way, we do not retail any milk in the Twin Cities. 

We are trying out a little distributing plant in Northfield 


T Annual report, Twin City Milk Producers’ Association, 1920, p. 16. 
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(Fig. 22), one of the towns where we have a plant, and 
are running two wagons there, and we made $400 on the 
two wagons last month, so we feel we could run a distrib- 
uting business on a large scale if we had to. But that is 
a little laboratory where we are practicing. Our main 
business is to sell the distributors of the Twin Cities, and 
we are selling them at least 75 per cent of the milk 
handled in the two cities, and about one-half of the milk 
consumed in the cities comes in on the big trucks which 
go direct to the dealer's plant.”® 

The association decided at its annual meeting in 1010 to in- 
crease its capitalization from $50,000 to half a million dollars, to 
increase the par value of its shares to $50 each, and to purchase 
the country plants instead of leasing them.® Eight country plants 
were acquired by the association as a result of this move. 

The association has its business divided into departments, in- 
cluding a traffic department, a milk department, a butter depart- 
ment., a testing department, a sanitation department, a purchasing 
department, a station inspection department, a department of field 
work, and a book-keeping department (l.c. pp. 18-21). This gives 
a bird's-eye view of the activities of the organization and its func- 
tions and suggests the variety of ways in which it is of service 
to its members. During the year 1919, the gross sales of this 
association reached a total of $3,113,408.76. The amount of milk 
handled totalled 88,217,181 pounds. The cheese sold amounted to 
1,734,298 pounds and the butter, 371,128 pounds (l.c. p. 10)., 

The operating expense of this organization comes under three 
headings, the general expense which includes the central office, the 
expense of running the surplus plants, and the cost of supplies for 
these plants. According to the manager of the association, the total 
cost in 1920 was 20.1 cents per hundred pounds of milk or 5.7 
per cent. The general expense was 8.7 cents, the expense of run- 
ning the plants was 9.22 cents, and supplies such as cheese boxes, 
butter tubs, salt, etc., averaged 2.17 cents per hundred pounds of 
milk handled. 10 

•Leonard, II. R., Report of the National Dairy Marketing Conference, 
pp. 7-8. 

"Annual report, 1920, p. 16. 

M Leonard, H. R., op. cit., p. 9. 





11 Pattee, R., Report of National Dairy Marketing Conference, p. 
20, 1921. 
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New England Milk Producers* Association. — This is another 
dairymen’s organization that lias played an important role in milk 
marketing and also an association which has some unique features. 
This is one of the organizations which, insofar as its own imme- 
diate organization is concerned at least, has restricted its activities 
to those of a collective bargaining nature. Each member of the 
organization signs a contract appointing the association as his sales 


Courtesy Twin City Milk Sroiiuccis’ Association. 

Fig. 22. — The NorthSeld (Minnesota) plant of the Twin City Milk Producers' Associa- 
tion. This plant handled milk shipments from the locality to Minneapolis and St. Paul and 
also makes Duller and ice cream and retails milk in Northfield. 


agent to sell his dairy products for him and agrees to pay the 
association one-half of one }>er cent of the amount received . 11 

The New England Milk Producers’ Association is organized to 
serve the whole of New England and the situation is complicated by 
the existence of a number of markets in addition to that of Boston, 
which is the largest iu the district. The method of handling a 
number of different markets in one territory in the same organiza- 
tion has been explained by Mr. Pattee, the manager of the associa- 
tion, as follows: 
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“ The difficult problem of a self-governing plan for the 
separate markets, all of them members of one organiza- 
tion, was successfully met by an arrangement through 
which the producers shipping milk to any market other 
than Boston were assembled in a market branch. When- 
ever ten or more members of a local branch ship to some 
lesser market, such shippers choose a delegate to that 
market branch. These delegates elect a sales committee 
of four for that market, who act as the representatives of 
the members in selling the products in that market. To 
this committee of four is added a representative of the 
central association. This representative is a member of 
each of the committees which operate in a group of lesser 
markets 99 (l.c. p. 26). 

The surplus problem has been handled in accordance with a 
plan which was devised by the Federal Milk Commission during 
the war and which has been continued since that time by agreement 
between the producers’ association and the dealers. The New Eng- 
land Milk Producers’ Association being merely constituted as a 
bargaining agency has no facilities itself for handling surplus milk. 
The surplus plan in use leaves the surplus milk to be handled by the 
dealers. The price paid for the milk depends on the use to which 
it is put. The association and the dealers come to terms regard- 
ing the price which is to be paid for the milk used in the regular 
trade. The price of milk used for other purposes is determined 
by other factors which have been agreed upon. The dealers report 
to a disinterested party each month indicating the amount of milk 
each has purchased and the amount of by-products made. This 
party (at present the Commissioner of Agriculture) computes in 
accordance with the approved system, the amount of milk repre- 
sented in by-products and the price, the remainder represents the 
milk used in the whole milk trade and for which the price deter- 
mined by the association and the dealers is paid. 

The New England Milk Producers’ Association is a non-siock 
organization, incorporated under the laws of Massachusetts. Local 
units are provided for in the organization to give local representa- 
tion. A local branch consists of five or more dairymen. A district 
branch is made up of three or more local branches, the district 
branches conform roughly to county associations. The presidents 
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of the locals are the voting members of the district, and the presi- 
dent of the district becomes a member of the central. (Pig* 23.) 
There are over 24,000 members grouped into 559 local and 50 
district branches (l.c. p. 26). 

The Turner Centre System. — While it is not owned by the 
New England Milk Producers* Association as such, the Turner 
Centre system is ail interesting additional development in New 
England which has some unique features. The Turner Centre 
Dairying Association with headquarters at Auburn, Maine, has been 
in existence for a number of years. Although this has been an 
ordinary corporation in form, with the majority of the stock held 
by a few persons, it has had some cooperative features such as the 
payment of patronage dividends to the dairymen contributing busi- 
ness to it. Arrangements were made by the New England Milk 
Producers* Association with the owners of the Turner Centre 
Dairying Association to sell the stock in the association to the 
producers. A trust fund in charge of trustees selected for this 
purpose is created for use in obtaining this stock. Deductions are 
made from the patrons* checks in order to create this fund and 
shares of stock are issued to them in return for these deductions. 
The stock will be acquired gradually by the patrons in this manner 
and it is expected that the facilities will have been paid for in full 
at the end of live years. The plan is to continue these deductions 
and the issuance of stock, resulting in a revolving plan which will 
keep the stock in the hands of the active patrons. 

Cooperative Milk Plant at Erie. — The Erie County Milk 
Association (Pennsylvania) is one of the oldest cooperative milk 
distributing plants in operation in the United States as it has been 
in existence over twenty years. It grew out of a feeling that the 
distribution of milk by a number of local producers, each operating 
a delivery route to take care of his own milk, was uneconomical. 
About sixty of the dairymen united with the organization which 
was incorporated with $30,000 capital stock. The plan adopted 
called for the capitalization of each man’s retail business at $3 
per day-quart, one share of stock to be taken for each sixteen and 
two-thirds quarts of retail business turned over to the organization. 
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A building was secured where the milk was received, weighed, 
and bottled and from which the wagons were sent out. The number 
of delivery wagons was reduced to about one-third of the wagons 
which were in use previous to the formation of the organization. 

Cooperative Plant at Cumberland, Maryland. — The Queen 
City Dairy, Inc., is the name of a cooperative producers* milk plant 
located at Cumberland, Maryland. A number of producers, many 
of whom were operating their own routes, formed an association 
through which they acquired ownership of a local city milk plant. 
The problem of raising the necessary capital is usually one of con- 
siderable difficulty in a cooperative milk plant as a great deal of 
expensive equipment is required. In this particular instance, the 
plant acquired had a large bonded indebtedness which the pro- 
ducers* association assumed, giving it an opportunity to raise its 
capital gradually by means of deductions from the milk checks of 
the members. 

The plant was taken over in June, 1919, and during the remain- 
der of that year, which was a period of remodelling, there was a 
small loss. During the year 1920 there was a net profit of over 
$11,000. When the plant was first taken over it was handling 
about 325 gallons of milk a day while in July, 1921, it was hand- 
ling 900 to 1,000 gallons a day. 12 

The National Milk Producers’ Federation. — A number of the 
milk producers* organizations are affiliated with a national associa- 
tion known as the National Milk Producers* Federation, and while 
this is not itself engaged directly in marketing activities, it gives 
consideration to various marketing problems and other questions 
which confront the member organizations. This federation has a 
representative with headquarters in Washington who can keep in 
touch with the government departments and witli Congress. This 
federation was formed at Chicago in 19 16. 13 Each organization 
which is a member of the federation has one delegate who has 
one vote in the meetings of the organization. 

u From letter to author from John McGill, Jr., July 12, 1921. 

** Marketing and Farm Credits, National Conference on Marketing and 
Farm Credits, 1916, pp. 427-430. 



74 


COOPERATIVE MILK MARKETING 


QUESTIONS 

1. Give reasons why producers of market milk have formed organ izationa. 

2. What types of marketing organizations are found among milk producers ? 

3. Discuss rnilk producers’ organizations formed for the purpose of col- 

lective bargaining. 

4. What are milk “strikes”? Why are they objectionable? 

5. What is meant by surplus milk and what problems are caused by 

surplus milk? 

6. How can the problem of surplus milk be handled? 

7. Discuss milk producers’ sales organizations. 

8. Discuss cooperative city milk plants. 

9. Describe the Dairymen’s League Cooperative Association, Inc. 

10. How does the Twin City Milk Producers’ Association serve its members? 

11. Describe the New England Milk Producers’ Association. 

12. What is the Turner Centre system? 

13. What are the purposes of the National Milk Producers’ Federation? 



CHAPTER VI 

COOPERATIVE MARKETING OF LIVESTOCK 

Cooperative marketing did not develop on an extensive scale 
in the livestock industry as early as in the handling of grain and 
some of the other farm products. During recent years, however, 
there has been a rapid extension of cooperative marketing in this 
field, particularly in the number of cooperative livestock shipping 
associations formed. Recently there have also been established 



Courtesy Central Cooperative Commission Association. South St. Paid. 


Fia. 24.— Livestock being delivered for shipment through the association at Litchfield. 

Minnesota. 

cooperative commission companies in several of the important cen- 
tral livestock markets. Meat packing plants on more or less of 
a cooperative basis have been attempted at some points. 

Cooperative Livestock Shipping. — The cooperative livestock 
shipping association is one of the simplest types of cooperative 
marketing enterprises. In spite of this fact, however, it is only 
during the last ten or fifteen years that there has been any extensive 
development of these organizations. A cooperative shipping associ- 
ation which was established at Litchfield, Minnesota, in 1908, has 
often been referred to as the first livestock shipping association in 
existence, (Fig. 24.) This, however, is not correct as there are 
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a few other associations of longer standing. One association in 
Nebraska is said to have been in operation since 1883. 1 The report 
of a survey of cooperative shipping in Iowa shows that one of the 
organizations in that state was in operation in 1904. 2 One reason 



Courtesy Centrsl Cooperative Commission Association. 

Fig. 25. — View, from car door, of hogs being sorted and driven up into the ear. 


why the association at Litchfield has been regarded as the pioneer 
in this field is that this organization furnished the example and 
incentive for many other communities to start similar enterprises. 
The increase in number has been especially rapid during the last 

* TCeid, T. Roy: “ Cooperative Shipping of Livestock” Arkansas Exten- 
sion Circular No. 102 , p. 3. 

3 Noursc, E. G., nnd Hammons, C. W. : “ Cooperative Livestock Ship- 
ping in Iowa in 1320,” Iowa Agricultural Experiment Station Bulletin 
No. 200, p. 403. 
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few years so that there are now several thousand such associations 
in operation. These enterprises arc found in greatest numbers in 
the North Central states, especially in Minnesota, Wisconsin, and 
Iowa. The movement has spread to other parts of the country so 
that considerable livestock is now shipped to market cooperatively 
in many of the states. (Fig. 25.) 

The rapid increase in the number of cooperative shipping associ- 
ations is shown by the fact that Minnesota had only a few associa- 
tions before 1010 while it has been estimated that there are 
now over seven hundred in that state alone. It is reported that 
considerably over one hundred associations were formed in Illinois 
during a recent period of nine months. 3 A survey made by the 
Iowa Agricultural Experiment Station indicates that at the close 
of the year 1920, more than one-fourth of the livestock being 
shipped from Iowa was handled by farmers’ marketing associations. 4 
The South St. Paul market receives its shipment of livestock from 
a region which has large numbers of associations and it has been 
estimated that in the neighborhood of seventy per cent of the live- 
stock arriving at that market comes from farmers’ shipping associa- 
tions. Probably from one-fourth to one-third of the receipts on the 
Chicago markets consists of cooperative shipments. 

Some localities have made cooperative livestock marketing a 
part of the business of another marketing organization. Many 
farmers’ elevators, especially in Nebraska, include the shipping of 
livestock among their activities. Organizations on what has come 
to be known as the “ county unit plan ” are meeting with more 
favor in some sections than are the strictly local associations. Under 
the county unit plan, several local shipping points work together 
in making shipments. 

Plan of Organization and Operation. — The usual livestock 
shipping association is simple in form. (Fig. 2G.) The farmers 
in a community who are interested in shipping, get together, adopt 
by-laws setting forth the principal feature of the plan, and elect 
directors. The hoard of directors selects a manager (or the mem- 

* Mumford, II. W., Testimony before Joint Commission of Agricultural 
Inquiry, Report of Hearings, Part II, p. 16. 

4 Iowa Station Bulletin No. 200, p. 407. 
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bers may express themselves on this point) to take charge of the 
shipping. As payment is not made to the shippers until the live- 
stock has been sold and the money has been received, practically 
no capital is required by the association. A small membership fee 
is usually paid and the money thus obtained may be used in defray- 
ing incidental expenses. Out of 252 shipping associations in Iowa 
which gave information on the amount of membership fees paid, 
148 reported one dollar per member (l.c. p. 409). While it is 
advantageous for cooperative marketing associations of all types 
to be incorporated under state law, most cooperative shipping asso- 



Fio. 26. — Delivering lambs for a cooperative lamb sale, Lexington, Ky. 


ciations have not regarded this as necessary, with the result that 
a large proportion operate without incorporation. 

The manager of a livestock shipping association keeps in touch 
with the farmers of the locality who have livestock to ship. Each 
member notifies the manager of the number and kind of livestock 
lie has for shipment and at what time he will be ready to ship it. 
When the manager has sufficient livestock promised, he orders a 
stock car and directs the farmers to deliver the livestock at the 
local shipping point on a certain day. The manager is at the 
receiving yard on that day and receives the livestock, sees that it 
is in a healthy condition, weighs it, marks each animal, and gives 
the farmer a receipt. 
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Farmers' Livestock Shipping Association 
Members' Receipt and Prorated Account Sales? 

Duplicate P. O 192. . . . 

In account with ROY IIAGAR 


No. 

Article 

Classification 

Homo 

weight 

Shrink- 

age 

Net 

weight 

Price 

Amount 

5 Hogs 

1 1 across back 

980 ; 

10 

970 

10c 

$97.00 








— 

— 


— 

i i i 



Weigher (Local Manager) 


Freight 

Selling 

Com. 

I nsur- 
anoe 

; Y’d'g * . 

Feed 

Labor 


Total 
exp. net 1 
weight 

$2.00 

$1.00 

$0.75 

$1.00 

$0.59 

Hogs 

Veals 

Cattle 

Sheep 

$5.39 

$ 5.39 




















Enclosed find check No. 173 for balance due $91.61 


(Upon delivery of the stock a form similar to the upper portion of the above is filled out 
and given to tho farmer as a receipt, Thia is made in triplicate, two copies being on the 
complete forms and when the returns are received, the manager fills in the lower part of 
these forma, and Benda one copy to the farmer and retains the other for hia files.) 

The purpose of marking (Fig. 27) is to preserve the identity 
of each shipper’s livestock until it is sold in the central market. 
Marking is usually accomplished by clipping Roman numerals or 
other marks in the hair on different parts of the body such as 
the shoulder, the back, and the rump. Marks are made on the wool 
of sheep with paint or branding fluid. A manager can easily work 
out sufficient combinations of marking to separate the shipments 
in each car. Hogs and sheep are sometimes graded by the manager 
and when this is done, marking is not necessary. As the grade 
distinctions in the case of hogs are mainly based on weight, this 
plan can be employed without very much difficulty. (Fig. 28.) 

Shipping . — The manager attends to the loading of the livestock 
in the car and makes the shipping bill with the local agent. He 
also makes out a list, or manifest, which shows the number and 

* Jeanexfl, 0. B., and Card, Dana G.: “ Cooperative Livestock Shipping 
Associations,” Kentucky Extension Circular 10 4, p. 7. 
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kind of livestock in the shipment, the names of the owners, and the 
markings used in each case. 


Manifest 

Farmers’ Livestock Shipping Association • 


Ky 

^ Date . . . ... . . .' . . . . . . . . . . . . .* . . . . ." 192’. . . ’ 

shipped to (Name of commission firm) 

Address 

Car Initials (I. C.) Car No (46938). .. .Routing. .(Railroad)... 


Name 

No. 

Heiul 

Kind 

Marking 

Remarks 

John Jones 

Henry Jackson . . 
John Doc 

l 

1 

7 

1 

5 
4 

11 

6 
1 
7 

Cow 

Cow 

Steers 

Steer 

Hogs 

Hogs 

Hogs 

Hogs 

Stag 

Hogs 

1 left hip 
x left hip 
no marks 
1 right hip 
1 1 across back 
1 across back 
no marks 
1 on rump 
1 left hip 
1 right hip 




Wm. Smith 


Roy Hagar 


Tim Johnson 

George Lee 



Fred Bradley 

Arch Stewart 

Albert Brooks. . . 





















A copy of this is sent to the commission firm in the central 
market to which the ear is shipped, another copy may be tacked up 
inside of the car, and a third copy is retained by the manager for 
his files. The manager or some other representative of the associa- 
tion frequently accompanies the shipment to market in order to 
see that it is properly cared for in transit and at the stockyards. 

The commission firm which sells the livestock for the association 
shows on the account of sales it sends to the manager, the weight 
of each man’s livestock and the amount received for it. The deduc- 
tions for freight, commission, feed, yardage and other expenses are 
listed. When the manager receives this statement he prorates the 
returns among the shippers after deducting his commission and 
the expenses which may have been incurred locally. 

Insurance — As livestock may be injured or killed in the car 
or while being unloaded in the yards, some method of paying the 
owner of such animals is necessary. An insurance or protection 

* Jesness, O. B., and Card, Dana G. : " Cooperative Livestock Shipping 
Associations,” Kentucky Extension Circular 104, p. 7. 

6 
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fund is often created for this purpose by deducting a certain 
amount per hundred pounds. These deductions usually range from 
one to four cents. Some associations carry insurance with com- 
mercial insurance companies in place of creating their own insur- 
ance funds. 

Manager's Compensations . — A manager is customarily paid a 
definite amount per hundred pounds of livestock shipped. There is 
considerable variation in the amounts used, but the most common 
range is from five to eight cents. Some associations pay a certain 
amount per head of livestock, per car, a percentage of the returns, 
or a specific salary. 

Sample Account of Sales (l.c. p. 8) 

(Name of Commission Firm) 

(Market) (Date) 

Sold for account, of (Name of shipping Association) 


No (Shipping Point) (Post Office) 


Pur- 

clmeerii 

Cattle 

Hors 

j Sheep [weight 

Dock 

Price | 

Amount 

Total 


; 1 Cow 
: l Cow 
7 Steers 
1 Steer 



750 

870 

7,080 

1,200 

970 

910 

2,430 

420 

970 

1,720 

400 


0c 

0 Me. 

8Mc 

Me 

10c 

9V 2 c 

8KiC 

Me 

10c 

10c 

Me 

$45.00 

64.38 

601.80 

111.50 

97.00 

86.45 

206.55 

38.85 

97.00 
172.00 

18.00 

1 left, hip 
x left hip 
no marks 

I right hip 

II on back 
1 on back 
no marks 
no marks 

1 on rump 
1 right, hip 
1 left hip 














5 

4 

8 

3 

(» 

7 

1 stag 



































17,720 




$1,528.03 


Car No. 

HR. 

Weights 

Rato 1 





46938 

20,000 


$37.50 

Freight Ch’gs. 
Yardage 
Hay 300 lbs. 
Com 2 bus. 
Inspection 
Insurance 
Commission 
Net Proceeds 

$37.50 

0.40 

6.00 

3.00 


















5.00 

16.80 






$74.70 

1,453.33 















I 1 
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Prorating Sales . — Many associations leave the work of prorating 
the receipts of a shipment to the commission firm which sells the 
livestock. This, no doubt, is due largely to a desire on the part 
of the manager to be relieved of routine clerical work. Many associ- 
ations probably feel that the commission firm has the help and the 
equipment for taking care of this work better than the local man- 
ager. On the other hand, it may be suggested that the manager 
is irequently in a better position to adjust matters which may come 



Fig. 29.— Auctioning off Kentucky apring Iambs at a cooperative sale. Over 15.000 
-iP iT Ti rc • V 1 Lexington, Ky., in this manner during the spring and summer of 

1922, with highly satisfactory results. 


up, and the rush of work of this character in the office of the com- 
mission firm may cause errors. 

County Unit Plan. — The county unit plan of organization 
combines several local shipping points or federates several local 
associations into an organization serving a county or some similar 
area. Cooperative shipping and selling (Pig. 29) on the county 
unit plan has been developed to a considerable extent in Illinois 
and Ohio. Both the county unit and the local association plan have 
their supporters who bring arguments forward to show why one 
type is superior to the other. Some of the points which are men- 
tioned with regard to the county unit plan are, that the larger 
volume of business which is obtained by including several shipping 
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points makes it possible to employ better management; more com- 
plete records can be kept; the clerical work can be handled in the 
central office and duplication thereby avoided; better records will 
be available in case it becomes necessary to file claims with rail- 
roads or commission firms; the county manager can keep in closer 
touch with markets than can most local managers who give only 
a day or so a week to the work ; he may he coached at first by 
a county farm demonstration agent. The county unit organizations 
employ a manager for the entire business. Local managers working 
under the direction of the county managers may be employed 
wherever necessary to look after the details of receiving and loading 
the livestock at shipping points. The sale of the livestock is handled 
by the county manager, however, and the returns are made through 
his office. 

Savings of Cooperative Shipping Associations. — As in other 
cooperative marketing ventures, the savings effected for the members 
by livestock shipping associations are important considerations. Nat- 
urally, the savings vary in accordance with local conditions. Where 
the local livestock buyers operate on a narrow margin, that is, where 
they pay the farmers prices which are only sufficiently lower than 
the prices in the central market to cover the necessary expenses and 
a small profit, the possibility of making cooperative shipping profit- 
able is very much less than where the local buyer operates on a wide 
margin. A survey of cooperative shipping associations in Wisconsin 
showed savings of from $15 to $250 per car shipped. 7 A survey 
of shipping associations in Iowa resulted in the conclusion that 
“ net gains of from twenty cents to seventy-five cents a hundred- 
weight would rule with the majority of successful shipping associa- 
tions. 8 ” The additional comment is made in the report of this survey 
that “ Probably the net gain in the year 1920 with its fluctuating 
livestock prices did not exceed thirty-five cents a hundred on the 
average, but even this modest sum means about $55 per car” (l.c. 
p. 423). A report on shipping associations in Minnesota states 

7 Wisconsin Station Bulletin No. St.j, “Wisconsin Livestock Shipping 
Associations,” p. 6. 

1 Iowa Station Bulletin No. 200, “Cooperative Livestock Shipping 
Associations in Iowa in K)20,” p. 423. 
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that “ where local buyers probably have been taking from $40 to 
$75 a car for home expenses and profits, the associations are doing 
it for $16.50. Where buyers have been demanding margins of from 
sixty cents to one dollar per hundred, the associations are doing 
the business for twenty-nine cents per hundred.” 0 This cost of 
twenty-nine cents would apply only to points near the central mar- 
ket. It is reported that “ one association in Kentucky reduced the 
usual margin paid for hogs from $1.25 to seventy-five cents per 
hundred or a saving of fifty cents per hundredweight of hogs 
shipped, an average of $80 per carload.” 10 

State and National Federations. — Cooperative livestock ship- 
ping associations in several states have formed state associations. 
These organizations include in their scope questions of general 
interest to the member organizations. They do not themselves 
engage directly in the handling and sale of livestock. Transporta- 
tion questions, terminal market problems, legislative matters, and 
the organization of additional associations, are activities which 
come within the purview of these associations. A national associa- 
tion was organized at Chicago in 1019 for the purpose of taking up 
questions of interstate and national character. This association has 
been limited in its activities, however, because of the difficulty of 
obtaining sufficient financial support. 

Cooperative Commission Companies. — Considerable progress 
has been made in establishing cooperative commission companies in 
some of the central markets during recent years. These commis- 
sion companies take care of the marketing of livestock in the 
central markets, carrying the handling of livestock one step further 
than does the local shipping association. 

An organization known as the Cooperative Livestock Commis- 
sion Company, with offices in Chicago, Kansas City, and St. Joseph, 
was established in 1904 and remained in existence for three years. 11 

# Minnesota Station Ilullctin No. IS//, “ Farmers’ Cooperation in Min- 
nesota, 1913-1917,” p. 34. 

*• Kentucky Extension Circular No. 10 4, “ Cooperative Livestock Ship- 
ping Associations.” p. 21. 

“Ames, A. L.: Testimony in Hearing before the Committee on Agri- 
culture. House of Representatives, on Meat Packer Legislation, March, 
1920, Part VIII, p. 564. 
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The Farmers’ Educational and Cooperative Union in Nebraska and 
Kansas has established cooperative commission houses at several 
points. The Nebraska Farmers’ Union has such agencies at Omaha, 
Nebraska, St. Joseph, Missouri, and Sioux City, Iowa. The Kansas 
Union has an enterprise of this kind in the Kansas City market. 
The report of the Nebraska Union indicates that tile organization 
in 1920 handled 6,750 cars at Omaha, 3,097 cars at St. Joseph and 
1,749 cars at Sioux City, or a total of 11,596 cars at the three 



Courtesy Central Cooperative Commission Association, 

Fig. 30. — Main hog alley of the Central Cooperative Commission Association in the South 

St. Paul Yards. 


points. The commissions charged on the total business amounted 
to $185,538.18 and the expenses were $92,926.40, leaving savings 
of $9.2,01 1.78. 12 The Equity Cooperative Exchange has livestock 
departments in the South St. Paul and Chicago markets. 

A cooperative commission company known as the “ Central 
Cooperative Commission Association ” was established at the South 
St. Paul market in 1921. (Fig. 30.) This organization is formed 
with capital stock, the authorized capital being $25,000 and the par 
value of shares, $25-. Livestock shipping associations in Minnesota 
have had a central association for general purposes for some years 


“Annual Keport of the Farmers’ Union Livestock Commission, 1920. 
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past and the establishment of the commission association was under- 
taken by this federation. Over 200 local livestock shipping associa- 
tions had become members of the new association at the time selling 
operations were started by it on August 8, 1921. From that date 
to December 31, 1921, a period of about five months, the associa- 
tion handled 4,424 cars of livestock which was about twenty-three 
per cent of the stock received at that market. The total value of 
the business amounted to about $5,000,000. 18 

A patronage dividend amounting to twenty-five per cent of the 
commission charged by the organization was paid. It is reported 
that the actual savings during the period were even greater than 
this figure would indicate as the commissions charged were less than 
those charged by the private firms by about thirty per cent (l.c.). 

Commission companies have been started at some of the other 
markets. Such an organization was formed at Evansville, Indiana, 
in 1921. Others have recently been established in the East St. 
Jjouis, Chicago, Indianapolis, Buffalo, Peoria, Fort Worth and 
other markets and have taken prominent places among the com- 
panies during the short time they have been in operation. 

Methods of Operation . — Cooperative commission companies 
operate very much in the same way as that followed by the private 
livestock commission firms. It has been customary to charge the 
same rate of commission, but a patronage refund is paid at the end 
of the year in case a surplus above what is needed for expenses and 
reserves has been created. There are livestock exchanges in the 
important livestock markets to which the private commission firms 
belong. The cooperative commission associations, however, have 
been operating without membership in these exchanges because the 
plan of making refunds or paying dividends on patronage followed 
by the cooperative companies has been construed to be in violation 
of the rules of the exchanges which forbid the rebating of any part 
of the commission charge to the shipper. 

Cooperative Meat Packing Plants. — Several attempts have 
been made to establish farmer-owned meat packing plants, but, for 

13 The Farmer, Vol. XL, No. 7, February 18, 1922. 
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various reasons, the proportion of failures has been very high. The 
feeling existing among the farmers of many sections that the profits 
in the livestock business are to be found in the manufacturing and 
distributing end, rather than in the growing end, has made them 
interested in propositions of this sort which are suggestive of 
increased returns for them. This situation has created a condition 
which has been favorable to the activities of professional promoters 
who, in some instances, have undertaken the organization of <{ coop- 
erative ” meat packing plants for which they have charged an 
excessive promotion fee. 

A plant undertaken at La Crosse, Wisconsin, has been referred 
to as the first cooperative meat packing plant started in the United 
States. 14 It appears that this plant was about fourteen years old 
when sold to the farmers arid that some of the machinery was very 
much older. It has been stated that 44 At the time the transfer was 
made the walls were falling down, the Hoors were falling in, the 
timbers were rotting, and very little of the machinery was usable 
at all. But this condition, of course, was carefully hidden from 
the farmer stockholders who purchased the plant” (l.c. p. 289). 
The plant at La Crosse in addition to apparently being a scheme 
promoted to unload a plant on a farmers’ company also, evidently, 
suffered from mismanagement. It was said that quantities of meat 
were permitted to spoil. One investigator reported that $40,000 
worth of meat in one lot was spoiled (l.c. p. 292). The manage- 
ment was changed, but the plant and its finances were in such 
condition that it soon closed its doors. 

Other Meat Packing Plants . — There have been a number of 
cooperative meat packing plants started and while they have not all 
been exactly in the same class as the one at La Crosse, the profes- 
sional promoter has often been a prominent factor in bringing such 
organizations into being. Soon after the first company was organized 
at La Crosse in June, 1914, similar ventures were started in at least 
sixteen other localities in several of the North Central states, with 
capitalizations ranging from $100,000 to $1,000,000. A number, 

“Holman, Charles W. : Address before Corn Belt Meat Producers’ 
Association. January 24, 1917. Printed in report of The National Con- 
ference on Marketing and Farm Credits, 1916, p. 288. 
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however, were soon abandoned. 15 The following quotation from 
a report of the United States Department of Agriculture indicates 
the part played by professional organizers : 

“ Although organized as farmers* cooperative packing 
companies, with capital stock owned largely by farmers, 
practically none of the companies have originated with the 
farmers themselves and they have been promoted chiefly 
by persons from outside of the communities concerned. 

This has involved a promotional cost of from fifteen to 
twenty-five per cent of the capital stock ; that, is, in the 
case of a company capitalized at $500,000, from $75,000 
to $125,000 is expended for the sale of stock.” 

In fluences . — The past history of cooperative meat packing plants 
should not be regarded as evidence that farmers* organizations can- 
not carry on large business enterprises. Cooperative marketing in 
other lines has demonstrated that such organizations can carry 
on extensive business endeavors with success. There are some diffi- 
culties in connection with cooperative meat packing plants which 
are worthy of careful consideration aside from excessive promo- 
tional expenses, which, of course, have no place in any business 
organization. A large amount of capital is required in order to 
equip and operate a meat packing plant. As the individual mem- 
ber subscribes for only a limited amount of capital stock, a large 
number of members must he obtained and, without sufficient com- 
munity of interest, it is difficult to hold in line a membership scat- 
tered over a large territory. There are other outlets for their 
livestock besides the cooperative plant and as it has not been cus- 
tomary to require the members to bind themselves to sell their live- 
stock only to the plant, the average member will sell outside when- 
ever it is to his financial advantage to do so. The successful 
cooperative bacon factories in Denmark have been cited as examples 
of possibilities in the way of cooperative meat packing. These 
plants have bad a regular supply of hogs on which they could 
depend and the members have pledged their hogs to the coopera- 
tive plant. 

11 Report Xo. 113, Office of the Secretary, V. 8. Department of Agri- 
culture, 19l6 f “ Meat Situation in the United States,” Part V, p. 59. 
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Distribution and Selling. — An effective selling organization and 
means of distribution are necessary for the proper handling of meat 
products, especially beef and mutton which are marketed in the 
fresh state. A cooperative plant must compete with privately owned 
plants which are well equipped for the efficient distribution of the 
manufactured products and also are prepared to make use of all 
parts of the animal by manufacturing various by-products. A coop- 
erative plant must be equally efficient or else it will be unable to 
meet the competition of the other plants. 

Efficient Management and Good Plant. — Sufficient considera- 
tion has not always been given to the existing plants and the ser- 
vices which they render communities in which cooperative plants 
are undertaken. Management of a high order is necessary for a 
business of this character. An up-to-date plant in good condition 
is also an important requirement. 

Everything considered , farmers can well afford to go slow and 
be sure that all vital questions have been answered satisfactorily 
before investing iu cooperative meat packing plants. Skilful play- 
ing upon the widespread prejudice towards large packers which 
exists should not be permitted by the farmer to warp his business 
sense and blind him to the essentials for success which should be 
in evidence before a plant is established. 

The Committee of Fifteen. — The conference which was held 
at Chicago and which resulted in the appointment of the Com- 
mittee of Seventeen (see p. 36) was also expected to give con- 
sideration to livestock marketing questions. Grain marketing 
predominated at this meeting and consideration of livestock mar- 
keting was deferred until October, 1920, when a conference for 
this purpose was held. As a result of this later conference, a com- 
mittee of fifteen members was appointed in January, 1921, to work 
out definite recommendations regarding livestock marketing. This 
committee has been referred to as the “ Committee of Fifteen.” 
The report of the committee was presented at a conference called 
for that purpose in November, 1921. 
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Organization Recommended. — The report of the Committee 
of Fifteen favored the establishment of four different types of 
organizations, a.s follows: 18 

(1) A national organization of livestock producers. 

(2) Cooperative terminal commission companies or 

associations. 

(3) Producers’ stocker and feeder companies in connec- 

tion with the terminal commission companies. 

(1) Cooperative livestock shipping associations. 

The name suggested for the national association was the 
National Livestock Producers’ Association, and the following rec- 
ommendation regarding its membership was included : 

“ Membership in the National Livestock Producers’ 
Association: Individual members, members of partner- 
ships, corporation, or shipping associations that are mem- 
bers of terminal commission associations or stocker and 
feeder companies, and these associations and companies 
shall constitute the membership of the National Livestock 
Producers’ Association” (l.c. Sec. 22). 

The report recommended that the national association should be 
financed by deductions of not to exceed fifty cents per car of live- 
stock handled by the terminal commission associations. The na- 
tional body has a board of directors and an executive committee. 
The duties suggested for the national hoard of directors include, 
assistance in the establishment of terminal associations, stocker and 
feeder companies and shipping associations; to provide suitable 
accounting systems and proper auditing; to furnish information 
to producers; to interpret the information furnished by the Federal 
Bureau of Markets and Crop Estimates; to serve in the arbitration 
of disputes; to establish a transportation department; and to “per- 
fect and put into operation the plans for orderly marketing” (l.c. 
Sec. 27). 

The terminal commission companies suggested by this com- 
mittee are similar to the cooperative commission companies already 
discussed. The stocker and feeder companies are to be established 

19 Livestock Marketing Plan of the Farmers’ Livestock Marketing 
Committee of Fifteen, as adopted by the Livestock Ratification Conference, 
November 10-11, 1921. 
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by the terminal commission associations and the national board 
of directors whenever there is need for such companies in connec- 
tion with the business of the terminal associations. The section 
of the report relating to the nature of the business of these com- 
panies states, among other things, that “ the business shall be the 
purchasing, selling, handling, and marketing of livestock for itself, 
its members and others, and any and all other things desirable or 
necessary to the successful conduct of the business.” Membership 
in a terminal association would carry with it membership in the 
stocker and feeder company in that market. The recommendations 
regarding cooperative livestock shipping associations are general in 
nature and have reference to the usual form of organization 
employed for this purpose. Several producers’ livestock commis- 
sion associations have been established in accordance with these 
recommendations, including associations at East St. Louis, Chicago, 
Peoria, Indianapolis, Fort Worth, and Buffalo. 

The Farmers’ National Cooperative Livestock Marketing 
Association. — Several of the existing cooperative commission 
agencies have recently organized the Farmers’ National Cooperative 
Livestock Marketing Association. This organization is supported 
by the Farmers’ Union agencies at Omaha, Sioux City, St. Joseph, 
Denver, and Kansas City; by the livestock departments of the 
Equity Cooperative Exchange at St. Paul and Chicago; and by 
the Missouri Farmers’ Club Commission Company at East St. 
Louis. As a consequence of this move there are now two national 
organizations among livestock growers having similar objects in 
view. These movements have not progressed far enough to show 
just what the outcome of the development of two such organizations 
in the same field is going to be. If they devote their energies 
mainly to attacking each other, their services in improving mar- 
keting methods probably will be of limited value. 

QUESTIONS 

1. Is cooperative livestock marketing on an extensive scale of as long 

standing as the cooperative marketing of grain? 

2. Discuss the development of livestock shipping. 

3. Show the extent of cooperative shipping of livestock. 

4. Describe the plan of organization and operation of a typical ship- 

ping association. 
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5. What are the duties of the manager of a livestock shipping association? 

6. How is payment made to the patrons of a shipping association? 

7. Discuss the county unit plan of shipping livestock. 

8. Discuss the savings of cooperative shipping. 

9. What are the objects of state and national federations of shipping 

associations? 

10. Discuss cooperative commission associations. 

11. What have been the results of cooperative meat packing plants? What 

are the reasons for this? 

12. Discuss the work of promoters in organizing cooperative meat pack- 

ing plants. 

13. What was the Committee of Fifteen? 

14. What are the main features of the plans recommended by the Com- 

mittee of Fifteen? 



CHAPTER VII 


FRUIT AND VEGETABLE MARKETING 
ORGANIZATIONS 

Cooperative marketing organizations among fruit and vege- 
table growers are representative of a great variety of types of 
organization and methods of operation. One reason for this is 
the variable local conditions found in different parts of the coun- 
try. Among fruit and vegetable growers are to be found, on the 
one hand, purely local endeavors which restrict their member- 
ships to single communities, and, on the other extreme, are found 
large central organizations or federations of many local associa- 
tions, which cover considerable territory and have a large volume 
of business. 

Centralization is more common in fruit and vegetable organ- 
izations than in most other classes. (Fig. 31.) There are a 
number of organizations whose annual volume of business totals 
millions of dollars. The centralization has been especially promi- 
nent in California and the other Pacific Coast states although it 
is by no means limited to that section of the country. 

The conclusion that the farmer of the Middle West has blun- 
dered because he has created mainly local cooperative creameries, 
farmers’ elevators and livestock shipping associations before estab- 
lishing large central bodies is not necessarily the correct one. A 
fundamental principle of successful cooperative marketing is that 
the association which is established must be designed to fit the con- 
ditions of the territory which it is to serve. The California growlers 
did not reach the highly centralized type of business organization 
in one leap. The early attempts at cooperative marketing were local 
in nature. In discussing California’s development in cooperative 
marketing and that of the other Pacific Coast states, it is well to 
have clearly in mind the geographical position of these states. The 
grower is located two to three thousand miles away from the market 
for a large proportion of his products. Many of his products are 
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highly perishable and have to be moved to market without delay or 
loss will result. Many of his products also belong to classes which are 
not regarded as absolute essentials and this affects their distribution. 

The growers of many of California’s products had reason to 
conclude that private initiative was not the best method. It is an 
axiom in cooperative marketing that an organization should spring 
from necessity. This has been true of the development of California 
organizations and the experiences of the California fruit grower 
taught him that the need was for central and federated organiza- 
tions as distinguished from strictly local enterprises. The grain 
grower and the dairy farmer of the Middle West, however, found 
the local farmers’ elevators and the local cooperative creameries 
effective means of bettering marketing conditions and methods and 
did not turn to central organizations on an extensive scale until 
a more secure foundation of successful local enterprises had 
been built. 

Varying Forms of Organization. — Some fruit and vegetable 
growers’ marketing organizations are formed on the non-stock plan, 
others are cooperative capital stock organizations, and still others 
employ the ordinary corporate form of organization. The last- 
named class, of course, would not be rated as cooperative in a strict 
interpretation of the term, but such companies may to some extent 
be cooperative in effect even though they are not so in form. This 
would be the case in instances wheTe the capital stock is held gen- 
erally by the growers who do business through the company, and 
especially if the stock holdings are approximately proportionate to 
the amount of business done by each with the concern. 

Methods of Operation. — Some fruit and vegetable organiza- 
tions pool the products of their members in making sales; others 
may ship the products for the members without, pooling, and still 
others may purchase the products for cash upon delivery by the 
grower. A wide variation may be found in the formality of the 
relations of the grower to the organization. Many organizations 
follow the practice, which has come to be regarded as highly impor- 
tant, of having the member under written agreement to market his 
products through the organization. Other associations attempt to 




CALIFORNIA FRUIT GROWERS' EXCHANGE 07 

bind their members by moans of a by-law provision to this effect. 
On the other extreme may be found examples of organizations 
which attempt to maintain no control whatsoever over the member 


C curtesy California Fruit Growm' Furhanjr. 

F ,a -32. — Picking fruit in a California citrua grove with snowcapped mountains in back- 
ground. Citrus fruit ts clipped, not pulled, from the tree and pickers wear gloves to avoid 
scratching or bruising fruit. A very large proportion of California’s citrua fruit is marketed 
by cooperative associations. 


in the matter of deciding whether he will use the facilities of his 
organization or sell outside. 

The California Fruit Growers’ Exchange.— The most widely 
known and generally discussed cooperative marketing organization 
in the United States is the California Fruit Growers’ Exchange. 

7 
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(Fig. 32.) The results which this association has obtained for its 
members in marketing their citrus fruits have been the subject of 
comment among farmers in all parts of the country. To this organ- 
ization must go a large share of the credit for the present reputation 
of California in the matter of cooperative marketing. The term 
“ California plan ” has come to be generally used in referring to 
organizations and many persons, who do not realize that no single 
plan is used by all organizations in that state and that this term 
may be used in referring to various types of organizations, no doubt 
frequently regard this as always having reference to the well-known 
citrus growers' organization of that state. 

Local Association *. — The beginning of organized marketing 
among citrus growers took the form of local associations. These 
were brought into being because of dissatisfaction with the system 
of selling then in vogue. The late G. TTarohl Powell, who w : as the 
general manager of the California Fruit Growers’ Exchange, has 
thus described the situation : “ The system broke down. The fruit 
w r as a semi-luxury. The markets were a long distance away. Facili- 
ties for transportation were not very w r ell developed, and for several 
years the industry did not receive the cost of handling the business.” 1 

The local associations which were formed by the citrus fruit 
growers did not prove adequate to meet the situation. This led to 
the establishment of central agencies. Various plans were tried 
out including an arrangement which sought to bring about w-orking 
relations between private and cooperative interests. This plan failed 
to satisfy and broke up in 1904, about one year after it started. 
The California Fruit Growers' Exchange was incorporated in 1905. 

Plan of Organization of the Exchange. — The exchange sys- 
tem is a federation built up from local associations. There are now 
about 10,500 growers alliliated with the exchange. These growers 
are members of about 200 local associations, wliich range from 
about 40 to 200 in membership. The local associations provide the 
necessary packing houses where the fruit is assembled, graded, 
packed, and loaded into cars. The fruit is picked by the local 
association or under its direction. Groups of local associations 

Cowell, O. Harold: Testimony before Joint Commission on Agri- 
cultural Inquiry, Report of Hearing, Part XIV, p. 3. 
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have organized district exchanges, each local association being a 
member of the district exchange serving its territory. The district 
exchanges, of which there are twenty in number, in turn make up 
the central exchange. 

The local organizations are either formed with capital stock or 
are non-stock associations. The district exchange and the central 
exchange are formed without capital stock. Originally, the central 
exchange was a capital stock organization, but it was reorganized 
in 1916 on a non-stock basis. Each member is under contract with 



Courtesy California l-'ruit Gnawers' Exchange. 


Fig. 33. — The packing house of one of the local associations in the California Fruit 
Growers’ Exchange system. The oranges ami lemons are prepared for shipment in the pack- 
ing house* owned by t.he local associations. 

his local association binding him to market his citrus fruits through 
the association. The local association in turn has contracts with 
the district exchange to which it belongs and the district exchange 
has a contract with the central exchange. (Fig. 33.) 

Method of Operation. — The central exchange has established 
the system through which the fruit is sold. Included in this system 
are salaried representatives located in all the larger markets in 
the country. The fruit is sold through these representatives and 
in this way the organization keeps in constant touch with conditions 
in all the leading markets and has a man on the ground to look 
after its interests and to sell the fruit to the best advantage. The 
central exchange also undertakes activities looking to an increase 
in consumption of citrus fruits, such as advertising on a national 


100 


FRUIT AND VEGETABLE MARKETING 


scale, the development of markets through the assistance of sendee 
men and assisting retailers in increasing the sale of California 
citrus fruits. 

The central exchange has no property in the form of packing 
houses as all of these facilities are owned by the local associations. 



Courtesy California Fruit Growers’ Exchange. 


Fig. 34. — Washing oranges as they come from the grove before they arc graded and sized. 

Its otliee fixtures and the “ Sunkist ” trademark are about the only 
things which the central body owns. The “ Sunkist 99 brand is used 
on all the better grades of fruit sold by the organization for 
its members. 

The central organization has created a number of departments 
to carry out its different lines of work. A field department works 
with the growers and local organizations to improve production 
methods and standardize the grades and pack of the fruit. A traffic 
department attends to transportation questions which come up. 
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A legal department handles all questions relating to legal matters 
and keeps in touch with legislative questions of interest to the 
organization. An advertising department has for its duties main- 
taining and increasing the consumption of citrus fruits. The adver- 
tising carried in magazines and periodicals has made the “ Sun- 



CouUesy California Fruit Growers' Exchange. 


Fig. 35. — Grading oranges in a California packing house. Careful grading ia highly 
important in marketing many farm products cooperatively. The value of brands and trade- 
marks and the results obtained from advertising depend to a large extent upon quality and 
uniformity. 

kist ” brand well known to large numbers of consumers in all parts 
of the land. 

How Results Have Been Obtained. — The California Fruit 
Growers’ Exchange has obtained its results mainly from three lines 
of endeavor: (1) Standardization and careful grading. (2) In- 
creasing consumption. (3) Effective distribution. All the activi- 
ties of the organization fit into this plan and they are all closely 
related. (Fig. 34.) Standardization, careful handling, packing 
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and grading (Figs. 35 and 36) would not have brought the returns 
they have, had not proper distribution and advertising gone hand 
in hand with the activities relating to the matter of quality. Adver- 
tising of fruit which is not of uniform quality and is not properly 
graded or packed would be largely wasted effort. Advertising with- 
out an effective system of distribution would also fall short because 


Courtesy California Fruit Growers’ Exchange. 

Fxa. 36. — Wrapping oranges in tissue paper bearing the organization’s brand and packing 
them in boxes preparatory to shipment. 

demands created by advertising must be filled or else the effort 
is wasted. The successful distribution ol‘ the fruit has been made 
possible by standardization and by advertising. 

Methods of Sale. — The fruit is picked by or under the super- 
vision of the local associations. It is graded and packed at the 
packing house of the local association and is then loaded on cars. 
The manager of the district exchange, of which the local association 
is a member, is then notified. The district exchange acts as an 
agent for the local association in selling the fruit of its members 
and must make such sale through the central exchange. The central 
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body is in constant touch with its representatives in the important 
markets, obtaining information in this way which is used in decid- 
ing upon the place to which a particular shipment is to be directed. 
As market conditions are very changeable, a shipment may be started 
eastward and its final destination decided after it has started on 
its way. The fruit auction markets are used by the exchange in 
selling the shipments sent to the larger markets where such auctions 
are conducted. In other markets, the fruit is sold by private sale 
through the representative of the exchange. 

Pooling of Sales. — The growers* fruit loses its identity after 
it has been received and graded by the local association. The fruit 
shipped by each local association is kept in separate pools which run 
for definite periods, usually thirty days. Under the pooling arrange- 
ment each shipper receives the same price for his fruit as that 
received by other members of bis local association having fruit of 
the same grade in the same pool. This plan equalizes market 
fluctuations as well as making it unnecessary to preserve the iden- 
tity of each grower’s fruit until finally sold. Because of fluctuating 
market conditions some lots will sell for more or less than other 
lots of exactly the same quality at the same time. Without a 'pool- 
ing system, the grower who was so unfortunate as to be the owner 
of fruit which struck a poor market, would sullor the loss, while 
another grower would receive a higher price, not because of any 
sagacity displayed by him or the organization hut simply because 
his fruit happened to find a better market. The fairness of the 
pooling arrangement is self-evident. 

Volume of Business of the Exchange. — The report of the 
general manager of the California Fruit Growers’ Exchange for the 
year ending October 31, 1921, indicates that the exchange handled 
33,677 carloads of oranges and 9,915 carloads of lemons during the 
year. This amount represented 72.5 per cent of the citrus fruit 
shipments from California. The returns f. o. b. cars California 
for the shipments made by the exchange during the year were 
over $60,000,000. 

The exchange service other than advertising cost during the year 
was 5.95 cents per box. The service of the district exchanges aver- 
aged 1.08 cents per box. The amount spent for advertising and 
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sales promotion work amounted to 3.5 cents per box for oranges 
and grapefruits and 6 cents per box for lemons. Considering the 
volume of business handled by the exchange, the losses from uncol- 
lected bills and bad debts are very low. The last annual report 
shows that this loss was only about $3,500 during the year. 
Expressed in terms of percentage, this is only .006 of one per cent 
of the f. o. b. value of the fruit. The report further states that 
during the last eighteen years the returns to California through 
the exchange have been about $143,000,000 and that the losses 
during this time have been only about $12,345. 

The Eastern Shore of Virginia Produce Exchange. — The 
Virginia part of the peninsula between the Chesapeake Bay and 
the Atlantic Ocean consists of two counties which produce large 
amounts of Irish and sweet potatoes and some other truck crops 
such as cabbage, onions and strawberries. The growers in these 
counties have a marketing organization known as the Eastern Shore 
of Virginia Produce Exchange which handles a large volume of 
business. The report of this organization covering its business for 
the year 11)20 shows that during the year the organization handled 
1,929,220 barrels of Irish potatoes, 828,920 barrels of sweet pota- 
toes and smaller amounts of other products, including the purchase 
of some supplies. The total business during 1920 amounted to over 
nineteen and one-half million dollars. 

The organization is formed with capital stock. The growers are 
stockholders in the Exchange itself as it is not a federation of 
local organizations. The by-laws state that “ The members of this 
Exchange shall be the following three classes of persons, and no 
others: (A) Stockholders. (B) Tenants of stockholders. (C) 
Holders of Certificates of Shipping Privilege.” 2 The by-laws fur- 
ther provide that stock shall be issued only to farm owners and 
operators and that not more than one share shall be issued to a 
member. The certificate of shipping privilege may be obtained by 
a non-member grower by the payment of one dollar. 31 

While the Exchange is not made up of definite local organiza- 
tions, its membership is grouped into local divisions or units, each 

1 By-laws, Article II, Section 1. 

•By-laws, Article IV, Section 1. 
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division including one or more shipping points. A member belongs 
to the local division in which his nearest shipping point is located, 
each division consisting of at least twenty members. The board 
of directors is made up of a representative from each of the local 
divisions. Each local division has a local board made up of its 
director and four other members. 4 A general manager is in charge 
of the business and he is assisted by local agents stationed at local 


Coyjtejy New Jersey JSureau o i MarkeU. 

i'jo. 37. — Well graded potatoes being loaded oa ears. 

shipping points. (Fig. 37.) A general inspector and local inspec- 
tors are also provided for in order to maintain the proper check 
on the standards of the products shipped. The Exchange has recog- 
nized the importance of quality and uniformity and the inspectors 
enable the organization to keep its brands up to standard. 

, Sales are made f. o. b. loading points as much as possible. 
Products which are not sold in this way are consigned by the Ex- 
change to selling agents to be sold on a commission basis. Prices 
are averaged daily so that growers of products of the same grade 


4 By-laws, Article XIV. 
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receive the average price. 5 The central office has entire charge of 
the selling of the products. The growers are required by provisions 
in the by-laws to market all their products through the organization. 

The Michigan Potato Growers’ Exchange. — This Exchange 
was formed by potato growers in Michigan in the summer of 1918. 

Local associations of potato 
growers were in operation prior 
to that time, but with the 
organization of the Exchange 
came the establishment of a 
central marketing system. The 
Michigan Potato Growers’ Ex- 
change and its affiliated local 
associations arc established en- 
tirely on a 11011 -stock basis. The 
growers who are members of 
the locals have paid a member- 
ship fee to it and in turn these 
locals have paid a membership 
fee in the central organization. 
The growers are under contract 
to market their potatoes through 
the local associations and these 
have a similar contract with the 
central exchange which binds 
them to market, the potatoes 
delivered to them by the 
members, through the central 
exchange. (Fig. 38.) 

The local associations have their own local manager and either 
own or lease a warehouse through which the potatoes are handled. 
The potatoes are graded before loading. The markets for the pota- 
toes are located by the central exchange and shipping instructions 
are issued by it to the local associations. 

The system had twenty-eight local associations when it started. 
At the end of the first year this number had reached fifty and at 
6 By-laws, Article XIX. 



Courtesy California Fruit Growers* Exchange. 

Fig. 38. -Sack used by a potato marketing 
association, showing the association's brand. 
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the time of the third annual meeting in August, 1921, there were 
one hundred and twenty-six local associations affiliated with the 
central exchange. 

The Business . — During the first year of its operation, the 
volume of business was approximately one and three-fourth millions 
of dollars. The business during the second year was about five 
million dollars. The expenses of operation during its second year 
were below two per cent. 6 While potatoes is the principal crop 
marketed by the Exchange, considerable quantities of other products 
such as apples, onions, cabbage, corn and hay have been handled. 
Various farm supplies needed by the members have also been pur- 
chased through the Exchange. 

The Minnesota Potato Growers' Exchange. — The success 
achieved by potato growers in Michigan in cooperative marketing 
was an incentive for growers in Minnesota to start an organization 
in that state on a somewhat similar plan. This organization was 
formed early in 1920. Tt. also consists of local associations, but 
differs from the Michigan Exchange in the form of organization 
as it is organized with capital stock. North Dakota also has an 
exchange and this has been doing its marketing through the Minne- 
sota organization. 

The American Cranberry Exchange. — Sales companies were 
organized by cranberry growers in each of the three important 
cranberry states, Massachusetts, New Jersey, and Wisconsin, in 
1907, and these organized the National Fruit Exchange. In 1911 
this organization consolidated with another organization, the 
Growers' Cranberry Company, adopting as the name of the new 
organization the American Cranberry Exchange. 7 The production 
of cranberries is confined to restricted areas and this is an advan- 
tage in the creation of a centralized selling organization. The 
National Fruit Exchange distributed thirty-four per cent of the 
crop in 1907. The consolidation in 1911 increased the amount 
handled to fifty-three per cent. In 1920, the Exchange handled 

• Baker, Herbert F. : Address at Second Annual Meeting of Michigan 
Potato Growers’ Exchange. 

' Report on Eatmor Cranberry Sales, Season 1918, p. 4. 
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sixty-four per cent of tliut year’s crop. 8 The total value of the 
sales handled through the Exchange for the 1920 season amounted 
to almost three million dollars (l.c. 17). The cost of selling for 
the 1920 season amounted to 4.39 per cent of the f. o. b. shipping 
point price (l.c. 9). 

Advertising . — Cranberries differ from such staple foods as Hour, 
meats and milk, as they are usually looked upon as a luxury. This 
crop, therefore, is an example of a product for which stimulation 
of demand is highly desirable. The Exchange has done this by 



Courtesy Sun- Maid R*i«!n Oower*. 

Fig 39. — Raiain packing plant of the Sun-Maid Raisin Growers (formerly The Cali- 
fornia Associated Raisin Co.). Fresno. California. Said to be the largest plant of its kind 
in the world. 

means of extensive advertising. Advertising in a local way was 
started in 191G and a national advertising campaign was under- 
taken in 1918. About twenty cents for each barrel of cranberries 
handled by the Exchange during the last five years have been used 
for advertising purposes. The “Eatmor” brand of the Exchange 
has become familiar to many consumers as a result of the extensive 
advertising of this organization ; just as “ Sun-maid ” raisins were 
made popular by advertising. (Figs. 39 and 40.) The advertising 
includes the use of magazine and newspaper space, window dis- 
plays, price cards and retail service work. The value of advertising 
of a commodity such as cranberries by a growers* marketing organ- 
ization was well illustrated by the experiences during the 1918 

• Report on Eatraor Cranberry Sales and Advertising Campaign, Crop 
Season of 1920, p. 14. 





Courtesy Sun- Maid Rawin Growers. 


Fir.. 40.— Raisin grapes drying in the sun. San Joaquin Valley, California. The Sun-Maid 
Kaiain Growers markets about ninety per cent of California's raisin crop. 


by the Exchange at that time enabled it to move all the berries 
without difficulty. 

The California Prune and Apricot Growers, Inc. — This 
organization was formed in 1917. During the first year of its 
operation it had a membership of about 5,000 growers, a paid-up 
capital of nearly one million dollars and handled about 110,000,000 
pounds of prunes and 13,000,000 pounds of apricots, out of an 
estimated total production for the state of about 200,000,000 pounds 
and 20,000,000 pounds, respectively.® Grades for prunes have been 


* Fourth Annual Report of the State Market Director of California, p. 18. 
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established and a brand, “ Sunsweet,” is used. This is another 
growers’ marketing organization which employs advertising on an 
extensive scale to advantage in disposing of its products. 

The problems of marketing prunes naturally are somewhat dif- 
ferent from those connected with the marketing of perishable fruits 
such as oranges, or such staple products as livestock or wheat which 
are produced over a much greater territory, not only in this coun- 
try but also in foreign countries. Control over a very large propor- 
tion of the country’s entire production, of such crops as prunes and 
raisins can be obtained without including a large territory. 

Price Fixing . — Associations having this control can undertake 
price determination to an extent which would be entirely imprac- 
ticable in the ease of such a commodity as wheat, which is a world 
crop. The Prune and Apricot Growers, Inc., has been able to estab- 
lish prices for its products. Some individuals have noted this 
feature of this and similar organizations and have jumped at the 
conclusion that such enterprises had found a final conclusion to 
the question of price. The economic law of supply and demand, 
however, cannot be ignored and even though demand may be stimu- 
lated by advertising, supply will overtake it before long if an 
unduly high price is established. 

The plan of organization followed by the prune growers is radi- 
cally different from that employed by the citrus fruit, growers. 
While the latter have a federation built up out of local associations, 
the prune growers are all members of and under contract with the 
same organization, there being no definite local organizations. 

Fruit Marketing Organizations in the Northwest. — Fruit 
growers in the Pacific Northwest have a number of cooperative 
marketing organizations engaged in the handling of apples and 
other fruits produced in that, region. The Apple Growers’ Associa- 
tion, Hood River, Oregon, is one of these organizations. In 1920, 
this association handled 942,458 boxes of apples and about 110,000 
packages of other fruit, mainly strawberries, pears and cherries. 10 
The amount of apples from the crop of 1921 handled by the associa- 
tion was about 1,300,000 boxes. 11 There are approximately one 

10 Report of General Manager at Primaries held March 12, 1921. 

11 Letter to author from A. W. Stone, General Manager, January 10, 1922. 
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thousand members in the organiza- 
tion. The members enter into a con- 
tract with the association binding 
themselves to market their merchant- 
able apples, pears, strawberries and 
other fruits through it. The fruit is 
pooled in making sales. 

The Yakima Fruit Growers ’ Asso- 
ciation is another fruit marketing 
organization made up of about 300 
growers in the vicinity of Yakima, 
Washington. Apples and pears con- 
stitute the main products sold by the 
association, but it also handles such 
fruits as cherries, peaches, plums and 
prunes. There are eight district ware- 
houses ut which most of the growers’ 
fruit is packed and the association has 
a large cold-storage plant. 12 The 
members are under contract to market 
their fruit through the organization. 
The association is formed with capital 
stock and stockholders who are ship- 
ping members in good standing have 
one vote each. 13 Apples and pears are 
segregated into pools in making sales. 

The Oregon Growers’ Cooperative 
Association is a non-stock, non-profit 
fruit growers’ marketing association, 
organized under the laws of Oregon. 
The members are under five-year con- 
tracts to market certain products such 
as canning (Fig. 41) and drying 
fruits and vegetables, shipping fruits 

18 Letter to author from Charles IT. 

Swigart, General Manager, January 17,1922. 

** Article 11, Section 1, of By-laws. 
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and vegetables, cherries, berries and nuts. The members pay initial 
membership fees of $10. 

The Oregon Growers' Packing Corporation is an organization 
formed with capital stock, preferred and common, the purposes 
of which are to provide warehouses and other facilities needed in 
the handling of the products marketed by the association. 

In addition to these representative growers’ marketing organ- 
izations, there are a number of others engaged in the handling of 
fruits produced in the Northwest. This region is far away from 
most of the large consuming centres and fruit, such as the boxed 
apples, must be transported long distances and be sold in many 
eastern cities in competition with apples from important producing 
sections of the East. Careful grading, standardization, packing, 
and handling are requirements which have to be carefully observed 
in order to get results under such circumstances. The northwestern 
boxed apples have gained a well-known reputation for uniformity 
and high standards, and cooperation has been one of the factors 
which has assisted in producing this result. 

Warren County Strawberry Growers’ Association. — The 
organizations of fruit and vegetable growers which have been 
referred to in this chapter are, for the most part, organizations 
which serve a larger territory than a single locality. There are 
many marketing organizations, however, which handle fruits and 
vegetables from a single locality. The Warren County Strawberry 
Growers’ Association is an example of a highly successful local 
association. It. is also an example of a cooperative organization 
engaged in the handling of a highly perishable commodity. 

This association was formed by strawberry growers in the 
vicinity of Bowling Green, Kentucky, in 1908, to undertake the 
marketing of strawberries produced in that locality. It now has 
a membership of about 700 strawberry growers. It is formed with 
capital stock, and in addition the members pay an initial membership 
fee of one dollar and annual dues of fifty cents. The by-laws of 
the association include a provision requiring the members to sell 
all the berries they produce, through the organization. This takes 
the place of the more formal marketing contracts employed by many 
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fruit marketing organizations and, in this instance, this arrangement 
has worked very satisfactorily. 

The sales manager of the association has charge of the sale 
of the berries handled by the association. The importance of stand- 
ardization has been recognized and three grades are in use, XXX, 
XX, and X, the XXX being the best grade. The berries are ei f her 
sold locally to buyers who come there for that purpose or are shipped 
to northern markets by the association. Nearby sections of the 
state have followed the lead of Warren County with the result that 
similar strawberry marketing associations have been established at 
several points in western Kentucky. 

The Committee of Twenty-One. — A fruit marketing confer- 
ence was held in Chicago in April, 1921, to discuss questions relat- 
ing to fruit marketing and outline suggestions for improvements. 
A resolution was passed at this meeting, calling upon the President 
of the American Farm Bureau Federation “ to appoint a committee, 
not to exceed twenty-one members, to be as truly representative as 
possible of the various fruit growers’ organizations of this country, 
which committee shall undertake a study of the various problems 
affecting the fruit industry, and shall, at the earliest possible time 
hereafter, prepare a report embodying the plan, or plans, if such 
be deemed feasible, whereby the fruit producers may establish and 
conduct cooperative fruit marketing organizations on the most, 
favorable methods or plans.” A committee of twenty-one members 
was appointed in accordance with this resolution in September, 1921. 

This committee worked out plans for the Federated Fruit and 
Vegetable Growers, an organization to be made up of cooperative 
fruit marketing organizations and to serve as a sales agency for 
these organizations. Later this organization entered into a contract 
with the North American Fruit Exchange, a selling agency already 
in existence, to handle the sales of its membership beginning with 
January, 1923. The purpose of this arrangement is to furnish 
a sales service to cooperative fruit marketing organizations. Repre- 
sentatives are located in leading markets and those representatives 
superintend the selling of the fruit shipped by the member organ- 
izations to that market. The central office is able to keep informed 
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regarding conditions in the various markets by keeping in contact 
with these representatives. 

Many Other Organizations. — There are many other fruit and 
vegetable marketing organizations of which mention could he made 
in a discussion such as this. Growers of citrus fruit in Florida 
have the Florida Citrus Exchange, which is similar to the Cali- 
fornia Exchange. Apple growers in western New York have organ- 
ized a number of local associations which have established a central 
organization. Sweet potato growers in various states are organ- 
ized for cooperative marketing. Watermelon growers in Missouri, 
Georgia, and Alabama have cooperative marketing organizations. 
Grape growers of Michigan and New York market cooperatively. 
Asparagus, tomatoes, berries, peaches, pears, cantaloupes and other 
fruits and vegetables are sold through cooperative marketing organ- 
izations in different parts of the country. 

QUESTIONS 

1. Discuss the variety in types of organization among fruit and vege- 

table growers. * 

2. Discuss methods of operation of fruit and vegetable marketing 

associations. 

3. Describe the plan of organization of the California Fruit Growers’ 

Exchange. 

4. Outline the method of operation of the California Fruit Growers' 

Exchange. 

5 . How have the results of the California Fruit Growers’ Exchange 

been gotten ? 

6. Discuss the pooling employed by the exchange. 

7. How important a factor in the California citrus industry is the exchange? 

8. Describe the Eastern Shore of Virginia Produce Exchange. 

9. How do the potato exchanges of Michigan and Minnesota operate? 

10. How has the American Cranberry Exchange stimulated the demand 

for cranberries? 

11. Discuss the ability of such organizations as the California Prune and 

Apricot Growers to fix prices. 

12. Discuss cooperative fruit marketing in the Pacific Northwest. 

13. What is The Federated Fruit and Vegetable Growers, and why was 

it organized? 



CHAPTER VIII 


COOPERATIVE MARKETING OF COTTON 
AND TOBACCO 

Cooperative marketing of cotton and tobacco has not been 
extensively followed by the growers of these products until the last 
two or three years. At the present time, however, extensive organ- 
izations have been established or are in the process of development 
in a number of cotton and tobacco states. These movements are 
among the most spectacular cooperative marketing developments in 
the matter of rapid growth. They have been organized on practi- 
cally the same plan in every instance and have signed up a large 
membership and volume of business in a comparatively short period 
of time. 

Cotton* 

Cotton is to many of the southern states what grain is to some 
of the states in the North and West in that it is the important cash 
crop for large numbers of the farmers in that section. The cotton 
grower of the South has not developed to any extent local marketing 
organizations corresponding to the local farmers’ elevator com- 
panies which are so numerous in the middle western grain sections. 
The local conditions in many cotton growing sections have been 
influential factors in this regard and this has been especially true 
in the matter of financial problems. There are various classes of 
cotton growers. The larger growers usually have been able to 
finance their operations, but there are many tenant farmers and 
others who farm on a small scale, and with many of these the 
question of financing the growing of a crop has been one of a press- 
ing nature. The appearance of the boll weevil and other factors 
have brought about a much greater diversification of production 
in the cotton belt than was formerly the case and this has relieved 
the situation somewhat since the grower has not had to rely on only 
one source of income. A common method of financing for the small 
cotton grower has been to obtain advances from a local merchant, 
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banker or other business man in return for which a lien on the crop 
would be given. On this account the marketing of the crop has 
been largely taken out of the hands of many growers. 

Methods of Marketing. — That the development of cooperative 
cotton marketing has not made much progress until recently is not 
an indication that there has not been room for improvements in 
the methods of marketing this crop. Investigations by the United 
States Department of Agriculture made some years. ago showed that 
there were wide variations in the price of cotton of the same grade 
sold by farmers in the same market on the same day. Although 
length of staple is an important factor, the investigations showed 
that the price paid the farmer did not give due recognition to this 
quality. In fact, figures on the sales of a large number of bales 
showed a higher average price was paid for cotton three-fourths 
inch in length of staple than for cotton of one and one-sixteenth 
inches staple . 1 Another weakness in the method of handling much 
of the cotton has been the lack of attention to proper warehousing. 
Much damage to cotton has resulted from its being allowed to 
remain outdoors unprotected from the weather. 

The cotton has usually been sold by the farmer to a local buyer 
at his shipping point. Local cooperative marketing organizations 
have been established at some points, but this movement has not 
become nearly so general as the formation of farmers’ elevator com- 
panies in grain growing states. Many of these local companies have 
been improperly organized or poorly managed with the result that 
there have been large numbers of failures. Organizations for main- 
taining prices by naming a minimum price for cotton as well as 
organized elforts to raise the price by reducing the acreage devoted 
to this crop have been attempted. The effect on prices which the 
attempts at naming minimum prices have had, is impossible of 
definite measurement, but the actual results probably have not been 
very great. The price named has been maintained when it has been 
in line with what the crop and market conditions justified, other- 
wise not. 

*17. 8. Department of Agriculture Bulletin No. 86, “ Studies of Pri- 
nrnry Cotton Market Conditions in Oklahoma.” Department Bulletin No. 
457, “ Relation between Primary Market Prices and Qualities of Cotton.” 
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During recent years, growers in some states have organized local 
associations for the purpose of having their cotton classed by a 
competent classer prior to selling it. These associations, although 
usually not actually engaged in the sale of cotton, have rendered 
the growers valuable service in acquainting them with the cotton 
standards and the grade of their cotton and enabling them to judge 
more closely whether or not the prices offered them by the buyers 
were in line with the value of their cotton. 

American Cotton Association. — The feeling that something 
ought to be done to improve methods of selling cotton by the 
growers has been quite general among cotton farmers during recent 
years. The American Cotton Association, while not itself a mar- 
keting association, has given much consideration to marketing 
questions. At its convention in Montgomery, Alabama, April, 1920, 
a committee on cooperative marketing brought in a report strongly 
urging the establishment of cooperative marketing associations. A 
permanent committee was appointed at this convention to work out 
plans for cooperative cotton marketing. This committee presented 
its report at a meeting of the association in September, 1920. This 
report outlined some of the defects in the methods of cotton mar- 
keting in vogue and presented concrete suggestions to remedy some 
of these weaknesses. Plans for cooperative marketing, including 
by-laws and contracts for both local and central organizations, were 
outlined in the report.* 

Oklahoma Cotton Growers’ Association. — After the meeting 
of the American Cotton Association in the spring of 1920, cotton 
growers in Oklahoma formulated a plan of cooperative marketing 
for adoption in that state. This organization was established and 
started marketing activities with the 1921 cotton crop in that state. 
The plan of organization consists of a state- wide association on 
the non-stock, non-profit plan. Only actual cotton growers are 
eligible for membership and an initial membership fee of ten dollars 
is paid. The members sign a contract binding them to deliver their 
cotton to the association for a period of seven years. A sign-up 

’Report of the American Cotton Association’s Committee on Coopera- 
tive Marketing, 1920. 




118 MARKETING OF COTTON AND TOBACCO 


of over 300,000 bales of cotton was obtained before operations 
were started. 

Warehousing facilities, of course, are necessary in connection 
with the marketing of a crop such as cotton. These facilities are 
provided by a separate corporation organized with both common 
and preferred stock. There is a double reason for a separate cor- 
poration for this purpose. In the first place, the marketing associa- 
tion, being a non-stock association with only a small membership 
fee, does not have sufficient funds at the outset to provide the neces- 
sary warehouses. Another reason is that a separate corporation 
obviates the necessity of the marketing association issuing ware- 
house receipts to itself on stored cotton, the warehousing corpora- 
tion issuing the receipts to the marketing association. The purpose 
of having both common and preferred stock is so that capital can 
be obtained from persons other than growers. The common stock 
is held by the marketing association, and the preferred stock is sold 
to anyone desiring to purchase such stock. The preferred stock is 
retired gradually over a period of years by means of deductions 
for this purpose from the receipts for cotton sold. In this way, 
the marketing association gradually acquires complete ownership 
of the warehouse corporation and the investment of the holder of 
preferred stock is very much the same as a loan to the association 
for this purpose. 

Arrangements were made by the organization for the making 
of an advance of approximately sixty per cent of the market value 
of the cotton at the time of delivery. The cotton is graded by the 
association and sales are pooled so that the prices of cotton of the 
same grade are averaged for each crop year. 

Staple Cotton Cooperative Association. — Growers of staple 
cotton in Mississippi have established a marketing organization 
along lines similar to that of the cotton marketing association in 
Oklahoma. This is a non-stock, non-profit association, incorporated 
under the laws of Tennessee. Each member pays an entrance fee 
of ten dollars. A sign-up of 200,000 bales of cotton was provided 
for before the organization would be formed. The association began 
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business in September, 1921, and its sales up to January 1, 1922, 
amounted to about $9,800,000. 3 

The members have entered into contracts with the association 
by which they have bound themselves to sell their cotton to the 
organization for a period of five years. The price to be paid the 
grower by the association is the average resale price, according to 
grade, less expenses. Tn other words, the cotton is pooled on the 
basis of grade. Liquidated damages of ten cents a pound are pro- 
vided in case of breach of contract by the grower. A warehousing 
corporation formed with common and preferred stock takes care of 
the warehousing end of the business. The preferred stock is divided 
into five classes and is subject to retirement over a five-year period. 
The grower agrees as a part of the contract with the association 
to purchase at par $2.50 worth of preferred stock for each bale 
of cotton produced by him, as represented by his average produc- 
tion during the years 1910 to 1919, inclusive. 

Organization in Other Cotton States. — Several of the other 
cotton states have either organized or are organizing cooperative 
marketing associations along lines similar to the organizations in 
Oklahoma and Mississippi. A large amount of cotton is being 
marketed by the Texas Cotton Association. North Carolina has 
completed an organization involving the sign-up of about 350,000 
bales of cotton. Other states including Georgia, -Alabama, South 
Carolina, Arkansas, Tennessee, Louisiana, and Arizona have similar 
organizations, showing that the cooperative method of selling has 
spread with remarkable speed among cotton growers. 

The plan employed in the various states is that which has 
already been referred to above. Drives have been conducted for 
the sign-up of a minimum number of bales for each state. The 
growers have entered into contracts running for a period of years 
which bind them to sell their cotton to the organization. The cotton 
of each crop year is pooled by grade. Advances are made to the 
grower at the time he delivers and final payment is made after all 
the cotton has been sold. 

1 Booklet, of Staple Cotton Cooperative Association on Purposes, Accom- 
plishments, Prospects, January 1, 11)22. 
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American Cotton Growers’ Exchange. — An overhead sales 
agency made up of several of the state cotton marketing associations 
lias been established under the name, American Cotton Growers’ 
Exchange. This agency has been formed in accordance with a 
section of the contracts between the growers and the marketing 
associations which authorizes the association to sell the cotton of 
its members to or through an agency which may be established for 
this purpose. The American Cotton Growers’ Exchange is organ- 
ized along lines similar to those of the Northwest Wheat Growers, 
Associated, which are discussed in a previous chapter. The agree- 
ment creating the Exchange provides among other things that it 
shall create the following departments : (1) Executive and admin- 
istrative, (2) office management, (3) grading and standardizing, 
(4) warehousing, (5) insurance, (6) transportation, (7) finance, 
(8) statistical, (9) sales of ordinary cotton — domestic and foreign, 
(10 ) sales of long staple cotton — domestic and foreign, (11) legal, 
(12) field service. 4 Each association connected with the Exchange 
is represented by one trustee and an additional trustee for every 
250,000 bales or major fraction thereof, which it has under contract 
or which it handled during the previous year. The Exchange is 
made the exclusive agent of the constituent associations for the 
handling and marketing of the cotton controlled by them. 

Tobacco 

Tobacco Organization Movements of the Past. — United 
effort of one type or another has been employed by tobacco growers 
in the United States for a number of years past. Low prices paid 
to farmers for tobacco in the early part of the twentieth century 
led to agitation on the part of the growers of certain types for pool- 
ing the crop and reducing the acreage. The Planters’ Protective 
Association among the growers of western dark tobacco and the 
Burley Tobacco Society in the hurley district were representative 
of such organizations. The Burley Tobacco Society was organized 
for the purpose of forcing the American Tobacco Company to pay 

* Section 12 of organization agreement of American Cotton Growers’ 
Exchange. 
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higher prices.* The plan adopted by this organization was to pool 
a large share of the hurley tobacco and then to withhold it from 
market. The organization secured for the pool a large share of 
the crops of 1906 and 1907. In 1908, there was a concerted move- 
ment for a cut-out of the crop during that year and while consid- 
erable violence resulted from this movement, it was largely effective 
and the society was able to sell a large quantity of pooled tobacco 
from previous years at good prices, which served to stimulate pro- 
duction the next year. Although a continuation of the pooling 
plan was tried, it was eventually abandoned. Cooperative tobacco 
pooling movements have been employed also by growers of other 
types of tobacco in Kentucky. 

The National Cigar Leaf Growers’ Union was formed in 1910 
by growers in Ohio. The plan of organization provided for local 
unions of growers of cigar leaf tobacco. The sale of tobacco by 
the organization was to be by sample. A sales agency was estab- 
lished, but it went out of business in less than a year. Then the 
plan of forming local warehouse companies was tried and a number 
of such farmers* companies were formed in the cigar leaf territory 
of Ohio, but most of these companies failed through lack of support 
and mismanagement. 

Other Organizations . — The last few years have brought the 
development of other cooperative tobacco marketing organizations. 
The Maryland Tobacco Growers’ Association reorganized in 1919 
and undertook the marketing of tobacco raised in that state. 
Growers of cigar leaf tobacco in the Connecticut Valley in Con- 
necticut and Massachusetts also have organized an association to 
market tobacco cooperatively. The cigar leaf growers of central 
New York likewise have established a marketing association and 
there are organizations in the cigar leaf districts of Wisconsin 
and Pennsylvania. 

Organization in the Burley and Carolina Districts. — Several 
extensive cooperative marketing movements among the growers of 
smoki ng, chewing, and export types of tobacco have recently been 

4 Bulletin No. 202, Kentucky Agricultural Experiment Station, “A 
Preliminary Study of the Marketing of Burley Tolmceo in Central Ken- 
tucky,” p. 196. 
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completed or are under way. One of these, is among the tobacco 
growers in Carolina and Virginia. Another is in the hurley district 
which lies mainly in central Kentucky but also includes parts of 
Ohio, Indiana, Tennessee and West Virginia. 

An organization among the growers of the dark types of tobacco 
in western Kentucky and Tennessee along lines similar to those 
of the hurley association has been established. 

Methods of Marketing. — The outlets and methods of market- 
ing which have been followed are worthy of consideration in con- 



Fio. <12. — Loads of burley tobacco waiting their turn for unloading at loose-leaf ware- 
houses, Lexington, Kentucky. Most of the warehouses in the burley district which formerly 
were used for auction selling of tobacco have been acquired by the cooperative marketing 
system anil are being used for receiving and storage purpose. 

nection with an organization plan, therefore something will be said 
regarding these before an explanation of the plan is given. Tobacco 
is one of the farm products which is produced in somewhat restricted 
areas. It is also a crop which, in the main, is bought by a few large 
buyers. In case of burley, which is a tobacco used in domestic manu- 
facture, a large proportion of the crop is bought by the so-called 
“ Big Four .” 8 In case of the export types of tobacco there are also 
large companies or, in several countries, government monopolies. 
The buying end of the business therefore is well organized. 

0 American Tobacco Company, Liggett & Myers, R. J. Reynolds Tobacco 
Company, and Lorilard & Company. 
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Sale by loose leaf auction has been the common method followed 
in many of the districts. The tobacco is delivered by the grower 
(Fig. 42) to loose leaf warehouses where it is packed in baskets 
which are arranged in rows on the warehouse floor. (Fig. 43.) 
The auctioneer and the buyers move rapidly from pile to pile in 
the row and from one row to the next until the sale in one ware- 
house is completed when they will go to another. Lexington, Ken- 


Fig. 43. -Interior of one of the loose-leaf warehouses at Lexington, Kentucky, used by 
the Burley Tobacco Growers' Cooperative Association. The tobacco is delivered by the 
members to these warehouses where it is packed on baskets, weighed, graded and grouped on 
the floor in accordance with grade. 

tucky, has been the largest loose leaf market and during the season 
sales haw been conducted at several different houses ut the same 
time in this market. The sale is very rapid, three hundred or more 
baskets an hour sometimes being sold. The grower who stands by 
watching the progress of the sale frequently feels helpless. True, 
he lias an opportunity to reject an unsatisfactory oiler, but has no 
assurance of a better price the next time his tobacco is offered 
for sale. 

The prices paid during some of the war years were very much 
higher than before. In 1919, the average price on the Lexington 
market was about forty-six cents a pound. A large acreage and 
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production resulted in 1920 and when the sale of the 1020 crop 
started, the price was so much below that of the previous season 
that the sales in the hurley markets were stopped for about two 
weeks. During this time, the feeling ran high and the enthusiasm 
for the elimination of the crop in 1921, or “ cut-out ” as it is popu- 
larly called, was strong. An organization was formed, but gradu- 
ally the enthusiasm lagged and it became evident that the campaign 
for a sign-up to the “ cut-out 99 movement would not meet with 
success and it was abandoned. The average price for the 1920 crop 
on the Lexington market was only about thirteen cents a pound, 
or less than one-third of the average for the 1919 crop. 

The Burley Tobacco Growers’ Cooperative Association. — 
The low prices received for the 1920 crop of hurley tobacco created 
considerable dissatisfaction with the loose-leaf auction method of 
selling. This led to the consideration of plans for cooperative mar- 
keting and Aaron Sapiro, who had developed plans of organization 
for tobacco growers in the Carolines and Virginia as well as for 
fruit growers, cotton growers and other farmers in various parts 
of the country, was invited to Kentucky in March, 1921, to assist 
in formulating plans for a marketing association of hurley to- 
bacco growers. 

The plan decided upon is very similar to that already referred 
to in connection with the cotton growers in Oklahoma. The growers 
are members of a non-stock, non-profit association and pay an 
initial membership fee of live dollars. They also bind themselves 
by contract to market their tobacco through the organization for 
a period of years. The contracts used embodied both an organiza- 
tion agreement setting forth the main features of the organization 
to be formed, and a marketing agreement. (Appendix, p. 207.) 
A provision in the contract stipulated that signatures of growers 
who produced seventy-five per cent of the crop in 1920 would have 
to be obtained before the agreement would be binding and that the 
agreements would be deemed cancelled if the necessary percentage 
was not obtained by November 1, 1922, but that the agreement 
would include the 1921 crop if the required signatures were obtained 
before November 15, 1921. 
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The organization of the association in the hurley district turned 
out to be a splendid example of the value of united action on the 
part of growers and other business interests in an undertaking of 
this sort. A skeleton organization was first built up and a number 
of general meetings as well as newspaper and other publicity served 
to acquaint the rank and file with the general features of the plan 
proposed. While signatures of many growers were obtained at these 
meetings, much of the work of signing up growers was in the form 
of a canvass. The result of the activity was that the necessary 
percentage was obtained in time for the association to handle the 
1921 crop. This meant that signatures of over 50,000 growers to 
contracts had been obtained in a few months' time. 

The organization was formed, directors elected and incorpora- 
tion effected soon after the necessary signatures had been obtained. 
The territory served by the association is divided into twenty-two 
districts of approximately the same production. The growers in 
each county meet and elect a delegate for each million pounds of 
tobacco or major fraction thereof which they produce. The dele- 
gates of each district meet and nominate a director from that dis- 
trict. The twenty-two directors select three directors-at-large, 
making a total directorate of twenty-five. 

Grading and Warehousing . — A grading system for hurley tobacco 
was formulated by the association as one of the first steps. Arrange- 
ments were made with the owners of nearly all of the loose leaf 
warehouses for the purchase or lease of these warehouses by sub- 
sidiary corporations formed for this purpose. These subsidiary 
corporations are formed with both common and preferred stock, 
the common stock to be held only by growers and the preferred 
stock to be purchased by anyone interested. This preferred stock 
pays eight per cent cumulative dividends and is subject to retire- 
ment, one-fifth annually, beginning in 1923. The funds for retir- 
ing the preferred stock are obtained by means of deductions from 
the returns for tobacco sold and each grower receives additional 
shares of common stock in accordance with the amount which he 
thus contributes. 

Loans . — Arrangements were made with banks and investors 
for loans totalling over five million dollars, to be used in making 
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Fl<i. 44. — The first participation certificate issued by the Burley Tobacco Growers' Go- 
operative Association. These certificates are given to the growers when their tobacco ha9 
been received and graded. 


at the time specified and the tobacco is packed in baskets by associa- 
tion employees. The grader establishes the grade of each basket 
and the tobacco is then weighed and arranged on the warehouse door 
according to grades. The grower receives an advance in accordance 
with the grades and amounts which he has delivered. Tie also 
receives a statement, showing the amounts of each grade delivered 
by him. 

Sales . — Some ol* the tobacco is sold in loose-leaf form (Fig. 13) 
and some is redried and placed in hogsheads, and stored in this way 
until sold. As sales arc made, money to pay the loans of the banks 
is obtained and money also becomes available for making additional 






SIMILAR TOBACCO ORGANIZATIONS 


127 


payments to the growers. A season pool is employed so final settle- 
ment is not made until all of a season’s crop has been sold. 

Results . — This association has obtained highly satisfactory 
results from its first season’s operations. It was started at an 
opportune time in that it followed a very unsatisfactory year and 
in that the 1921 crop was smaller than the average. It is doubtful, 
however, if very many of the larger associations have been able 
to serve their members as satisfactorily during their first year as 
has the hurley growers’ association. 

Similar Tobacco Organizations. — The organization among the 
tobacco growers of the Carolinas and Virginia follows a plan very 
similar to that of the hurley growers. This association, however, 
was not completed in time to handle the 1921 crop. A movement 
to organize the growers of dark types of tobacco in western Ken- 
tucky and Tennessee on a similar plan was started in March, 1922, 
and the required sign-up was obtained by October 28, 1922. This 
association includes the dark fire-cured types, the one-sucker, the 
Green Iliver, and the Henderson types of tobacco. 

QUESTIONS 

1. Describe the methods used in marketing cotton. 

2. What can be said of the attempts to fix prices on cotton by farmers’ 

organizations? 

3. Discuss the interest of the American Cotton Association in plans for 

cooperative marketing. 

4. Describe the plans of the Oklahoma Cotton Growers’ Association. 

5. Diaeuss the use of a subsidiary warehousing corporation in connection 

with a cotton marketing association. 

6. Discuss the Staple Cotton Cooperative Association. 

7. What are the objects of the American Cotton Growers’ Exchange? 

8. What did some of the earlier cooperative tobacco marketing move- 

ments accomplish? 

!). How has tolwieoo been marketed? 

10. What conditions brought about the formation of the Burley Tobacco 

Growers’ Cooperative Association? 

11. What are the main features of the plan adopted by the growers of 

hurley tobacco? 
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COOPERATIVE MARKETING OF WOOL 

Marketing Methods. — Wool is a product which often has been 
marketed by the farmer in a haphazard way. Much wool has 
been bought from farmers by buyers without very much attention 
being given to questions of grade and the farmer frequently has 
not been in close touch with market conditions or acquainted with 
the market value of his product. This has been especially true 
in the eastern and middle western states where the wool has come 
mainly from comparatively small farm flocks. This suggests that 
there is room for improvement in the method of marketing wool, 
and in response to this need cooperative marketing of wool has 
been undertaken extensively during recent years. 

One farmer 1 has described his experience in selling wool as 
follows : 

“Until 1 received my account of sales for my 1919 
clip, which was marketed in the Illinois state pool, I 
thought wool was wool, and all worth about the same price 
• per pound. In fact, I paid little attention to the fleeces 
of my flock, and I judge that my neighbors were in the 
same” boat, for I heard one of the best flockraasters in the 
state admit as much at a sheep fanners’ meeting. There 
was no incentive for doing otherwise, since we all got 
about the same price for our fleeces. Our local buyer 
would occasionally give two or three of us a cent or two 
more per pound, but 1 suspect he did this largely for our 
good will. He knew that if we sold, our neighbors would 
soon follow suit. He used the old argument that he could 
not pay different prices in the neighborhood because it 
would cause hard feelings and he would not be able to buy 
the wool. He always advised us to ‘ keep it under our 
hats’ that he had paid us a little better price than the 
others. I think, however, that he did not know the grades 
of wool himself and was unable to discriminate, ne 
always shipped all the wool together in carload lots.” 

‘See Monthly Bulletin of the Missouri State Board of Agriculture, 
October, 1920, p. 43. 
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Eastern and Western Methods Compared. — Wool has been 
commonly sold by the grower to local or travelling wool buyers or 
has been consigned by him to a commission man in a central market. 
The wool growers in the range states of the West have sold their 
wool largely to travelling or local representatives of eastern firms 
or if the prices offered by these buyers have been deemed unsatis- 
factory, the wool has been consigned to a firm in an eastern market. 
The methods of sale used in the middle western and the eastern 
states have differed from that of the western wools mainly in the 
handling locally. The wool production in the former states comes 
mainly from small flocks and has usually been purchased by local 
merchants or other local buyers. These buyers have bought on 
commission for firms in central markets or have bought for them- 
selves expecting to resell at a profit. 

Speculative Features. — The wool business has many specu- 
lative features. This is due in part to the variability of wool in 
such factors as quality, shrinkage, condition and length of staple. 
Another reason is that wool is seasonal from the production stand- 
point but the demand is distributed over the twelve months of 
the year. On this account the wool must be carried by someone 
from the time of shearing until the time when it is sold to the mill. 
Financing is involved not only during the period of storage but 
frequently for an additional period after the wool has been sold to the 
mill. Dealers have also financed growers to some extent so that 
they have been in the position of financing both the producer and 
the user of the product . 2 These factors have all had to be taken 
into consideration by growers’ organizations which have undertaken 
extensive cooperative marketing of wool beyond the sale of this 
product to the dealers. 

Local Wool Pools. — Local or county organizations for the sale 
of wool have been employed in various parts of the country for 
many years. These organizations have generally been informal 
groups of wool growers in a locality who have arranged to bring 
their wool together and sell it at the same time. Various methods 
of sale have been employed by these associations. Some of them 
have consigned the wool gathered in the pool to a wool commission 

* The Wool Growing Industry, U. S. Tariff Commission, 1021, p. 242. 
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merchant to be sold for them. In other cases buyers have come 
to local points and purchased the wool. Arrangements in some 
instances have been made to have the wool pools in a number of 
localities sold in a series of sales on consecutive days so that the 
buyers could go from point to point, bidding on the wool assembled 
at each point. Sometimes the wool has been graded and so arranged 
that the buyers could come and inspect it and make offers on the 
basis of those grades. 

The principal purpose of local wool pools has been to assemble 
a sufficient quantity to make it worth while for buyers to come and 
bid on it or for convenience in consigning to a dealer at a central 
point. Dissatisfaction with the prices paid by local buyers and the 
methods followed by such buyers in purchasing wool has been an 
incentive to wool pooling in many localities. 

Plan of Organization of Local Pools. — The organization 
required for pooling the wool of a local community is simple in 
form. The interested wool growers in the locality come together 
and agree upon the plan of handling their wool and either select 
officers or designate a committee upon which falls the duty of 
arranging the details of the plan. This committee will decide upon 
a place for assembling the wool and will notify the growers to bring 
in their wool at a certain time. If the wool is to be sold locally, 
this committee will communicate with buyers and invite them to 
be present on the date of sale or to send in their bids. In order 
that there may be sufficient wool gathered to attract the attention 
of buyers and make it worth while for them to attend the sale, 
the management of the pool usually obtains an agreement or under- 
standing with the individual growers regarding whether or not 
their wool will be included in the pool. The committee may require 
the buyers to bid on the entire lot in order that the growers may 
not find themselves in the position of having some of the wool left 
unsold. The wool may be graded prior to the sale date or if this 
has not been done, the buyer may grade the wool. 

The Federal Bureau of Markets and Crop Estimates as well as 
some state institutions and departments have graded the wool in 
some pools during recent years for the purpose of acquainting the 
growler with the value of proper grading. Sale on the basis of 




“Pooling by Growers is Advised . — Growers who desire 
to do so will he allowed to pool their clips in quantities 
of not less than minimum carloads of 16,000 pounds and 
consign the wools so pooled as one account to any approved 
dealer in any approved distributing centre. Growers are 
urged to adopt this latter course through county agents or 
others, thus eliminating the profits of one middle man."* 

* Wool Division, War Industries Board, Government Regulations for 
Handling Wool Clip of 1918. * 
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grade is highly desirable because of the incentive furnished the 
grower to produce better wool. This incentive is lacking if the wool 
is sold for a flat price without regard to grade. 

Government War Regulations Encouraged Pooling. — The 
wool clip of 1918 was taken over by the Government because of 
war needs. The War Industries Board in issuing its regulations for 
the handling of the wool included the following reference to wool 


pools. This shows that the Government looked with favor on the 
employment of wool pools in the marketing of wool by the producers. 


Fio. 45. — Men engaged in the grading of wool at a wool warehouse. 
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Central Pools. — Reference has been made to the criticism of 
the way local buyers frequently neglect to give due recognition to 
the differences in quality. Wool pools have had as one of their 
purposes the overcoming of this difficulty and they have felt a need 
for some means of grading the wool prior to selling in order to 
accomplish this purpose. The services of competent graders (Fig. 
45) are not always available in local communities when the wool 
is ready to move to market, and this is one reason why the develop- 
ment of plans for pooling on a larger scale by concentration of wool 
from many localities at central points has met with favor in a 
number of states, especially in the fleece wool states of the Middle 
West where most of the wool comes from comparatively small farm 
Hocks. The volume of business of such organizations makes it 
possible to have the wool graded at a comparatively low cost. 
Another reason which has led to the formation of central pools 
is that the growers have desired some organization which could 
deal more directly with the manufacturer and that they wanted 
an enterprise which would he more of a factor in the sale of their 
wool than is a local organization, controlling only a small amount 
of wool. The bringing together of pooled wool at central points 
for grading, storing, and sale has been accomplished by the estab- 
lishment of organizations serving an entire state or other extensive 
territory. Such associations have been formed in a number of states. 

The National Wool Warehouse and Storage Company. — 
During recent years, wool from a number of middle western and 
western states lias been concentrated at Chicago. The National 
Wool Warehouse and Storage Company, which is composed largely 
of western wool growers, has handled the wool from a number of 
states. 4 The wool handled through this company is brought to the 
warehouse and graded in accordance with commercial grades. As 
this results in large lots of graded wool, large buyers can be 
attracted. The question of financing stored wool until it is needed 
by the manufacturer is one which has to he taken care of in coop- 
erative selling. This is especially pressing in the case of wool 
as the clip comes off during a comparatively short season while the 

4 In 1921, was included wool from associations in Towa, Kansas, South 
Dakota, Illinois, Wisconsin and Montana. 
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consumption is spread out over the entire year. Warehouse receipts 
for wool which has been properly graded and insured furnish col- 
lateral for use in the borrowing of money and this method is 
employed to some extent. 

Ohio Sheep and Wool Growers’ Association. — Wool growers 
in Ohio formed the Ohio Sheep and Wool Growers’ Association in 
1918. This is a voluntary organization which at present is affili- 
ated with the Ohio Farm Bureau Federation. Its purpose is to 
collect the wool and to ship it to Columbus or Wheeling, West 
Virginia, for grading and sale. Tn addition to this association 
there is a warehousing company with about 2,000 stockholders and 
this company has a warehouse at South Columbus where the wool 
may be assembled, graded, and stored until it is sold. The secre- 
tary of the Ohio Sheep and Wool Growers’ Association in explain- 
ing the method of operation writes that “ A charge of two and 
three-fourths cents per pound is made of which three-fourths cent 
goes to the warehouse company for storing of the wools and bearing 
the expense of supervision by members of the association in weights 
and grades, and the expenses of the Board of Directors. Two cents 
goes for insurance of wools at their full value, all labor, furnishing 
of sacks, grading, sales commission and guaranteeing of all accounts. 
Individual returns are made to each consignor giving weights and 
grades of his wool when graded, an advance payment of approxi- 
mately seventy-five per cent at six per cent interest, if wanted, 
and direct settlement with the grower when sales are com- 
pleted.” 5 This organization has also handled considerable wool 
from some of the neighboring states such as Indiana, West Virginia 
and Pennsylvania. 

Organizations in Other States.— Wool growers in Iowa have 
sold large amounts of wool through the organization in that state. 
This organization has adopted the plan of having growers sign a 
contract binding themselves to sell all the wool which they produce, 
through the association. The Pacific Cooperative Wool Growers’ 
Association was organized early in 1921 and in the summer of that 
year had a membership of over l,fi00 wool growers who had entered 

‘Letter to author from J. F. Walker, November 22, 1921. 
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into five-year contracts with the association. 6 The wool of this 
association is assembled at a warehouse in Portland and carefully 
graded before being offered for sale. Wool growers in North and 
South Dakota have organizations for the pooling of the wool of 
a large number of growers. The same is true of Michigan, Illinois, 
Wisconsin, Texas, Minnesota, Missouri, Virginia and a number of 
other states. 

Sale in Manufactured Form. — The extreme decline in wool 
prices which took place in 1920 and the lack of demand for raw 
wool led wool pools as well as individual growers to seek a market 
for their wool by having it manufactured into finished products 
such as blankets, automobile robes and cloth. Some of the western 
wool growers* associations made arrangements for the manufacture 
and sale of virgin wool blankets and also for suitings. The Maine 
Sheep and Wool Growers* Association, Inc., made up a heavy pant 
cloth which was suitable for farmers and lumber men of that section. 
While a plan to convert a large proportion of the wool clip of the 
country into finished goods in this way would be impracticable 
without extensive sales machinery for the distribution of the goods, 
a certain amount of wool can be marketed in this way to advantage, 
especially in supplying the growers themselves and others in the 
locality with blankets and robes which they may need. As these 
goods usually are made entirely out of new wool they also are 
of value in emphasizing the difference between “ all wool ” and “ all 
virgin wool,** the latter being free from any admixture of shoddy 
or reworked wool. The fact that the raw wool dropped from war 
price levels much more rapidly than did the finished goods, created 
a situation which was especially favorable to this form of marketing 
in 1920 and 1921. 

Canadian. Wool Marketing Organization. — Extensive devel- 
opments in the way of cooperative wool marketing have taken place 
in Canada. The Canadian Government appointed a commission 
to study the wool question in 1911 and this commission included in 
its recommendations a reference to the need for better marketing 
methods. The prevailing custom of buying wool in the country 

8 National Wool Grower, October, 1921, p. 42. 
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had been to buy all grades of wool for the same price. Local associ- 
ations were first started at various places as a step in the develop- 
ment of the plan of selling on a quality basis. The amount of 
business handled at first was very small. The Dominion Government 
felt that these local associations could not grade their wool uni- 
formly and therefore provided government graders to do this work. 

Tn 1917 the Government rented a wool warehouse at Toronto 
to which some of the larger associations consigned their wool. 7 
Later the Canadian Cooperative Wool Growers, Ltd., was organized 
as a central selling agency. The head office of this organization 
is in Toronto and it maintains a branch in Boston. 

QUESTIONS 

1. DiscuBs the methods of marketing wool. 

2. What attention ordinarily ha* been paid to the grade of wool in trans- 

actions between the grower and the local buyer? 

3. llow do the methods of sale in the West differ from those in the East 

and Middle West? 

4. What speculative features are involved? 

5. How do local wool pools operate? 

6. How was wool pooling encouraged during the war? 

7. Discuss the operations of central wool pools. 

8. Discuss the sale of wool in manufactured form. 

9. What are some of the limitations on the sale of wool in the form of 

manufactured goods by farmers’ organizations? 

7 Address of Norman Stansfield at Wool Marketing Conference held "in 
Columbus, Ohio, March d, 1919. 
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COOPERATIVE MARKETING OF POULTRY 

AND EGGS 

Importance of Poultry Industry. — Everyone is aware of the 
importance of wheat, of cotton, of livestock, of dairy products, and 
of fruits and vegetables, in agricultural production, but the value 
of the eggs and poultry produced on the farms of the United States 
is not always fully appreciated. The 1920 census indicates that 
1,650,267,200 dozen eggs were produced in the United States during 
1919 and that oil January 1, 1920, there were 359,537,385 chickens 
on hand on the farms in this country. Much of the production 
is made up of the results from small-sized farm flocks on farms 
where poultry is looked upon as a minor part of the farming busi- 
ness. This is a large factor in the lack of attention to the care and 
handling of eggs which is so common. They are not. gathered with 
a great deal of regularity. Delivery to market from the farm is 
customarily a matter of convenience. Frequently sufficient care 
is not taken to see that the eggs are kept in a cool, clean and dry 
place. Many persons market small and dirty eggs along with the 
rest instead of retaining them for home use. Brown eggs and w'hitc 
eggs are mixed even though some of the principal markets show r 
a decided preference for eggs of a certain color. Sufficient atten- 
tion is not given to confining the male birds so that infertile eggs 
will be produced. 

The purpose of such a recital is not to suggest that the methods 
of egg production commonly followed are all wrong. Attention is 
called to some of the defects in the methods in common usage 
because of the suggestion of remedies thereby offered. As lias 
already been indicated, the farm flock of ordinary size furnishes 
a large share of the total production. The number of eggs which 
the average farmer (or farm w r ife, as the poultry is frequently 
regarded as within the woman’s field) has for sale at any time 
does not make it generally practicable to attempt to develop special 
outlets. The eggs are sold from the farm to the local store or buyer 
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as a usual thing, and frequently are taken in trade for groceries 
by local merchants. Some producers, of course, make sales direct 
to consumers by delivery in person or by parcel post shipments, 
but they are in the minority. Some country buyers purchase their 
eggs on the “ loss off ” basis, but many still follow the “ case 
count ” method, where no difference is made in the matter of 
quality, all lots being paid for at the same price. The incentive 
to produce higher quality under the latter method is largely lacking. 

The Reason for Cooperative Selling. — The situation as just 
outlined represents the main reason for cooperative selling of eggs. 
The basis of cooperative egg selling usually has been to improve 
the quality of eggs produced and to develop for such eggs outlets 
which will repay the producer for his efforts along this line. A 
successful egg selling organization which pays attention to quality 
is in a position to command the highest market prices for the out- 
put of its members because it has a product for which consumers 
are willing to pay a better price than for eggs which are ungraded 
and of doubtful quality. 

Cooperative Egg Marketing in Denmark. — Reference is fre- 
quently made to the country of Denmark in this connection. Egg 
producers in that country are effectively organized for marketing, 
including an export society which attends to the sale of Danish eggs 
in other countries, especially England. The Danish cooperators 
have recognized fully the value of quality and uniformity in selling 
their products. Their organizations have definite rules relating to 
the handling of eggs by the members and each member’s eggs are 
stamped so that responsibility for poor quality can be placed where 
it belongs. The members of the Danish associations are required 
to deliver all the eggs which they produce for market to their 
association. The rules regarding the frequency of collection, man- 
ner of keeping the eggs, frequency of delivery and other features 
touching directly on the matter of quality of the eggs, are closely 
adhered to, and much of the success of the egg producers in Den- 
mark in marketing their eggs cooperatively can be traced to the 
high regard in which they hold these requirements. Farmers in 
the United Stales who seek to duplicate the results of the Danish 
cobpcrators should not fail to give due regard to this fact. 
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The Danish Egg Export Society is made up of several hundred 
local branches, each branch having at least ten members. The by- 
laws of these contain provisions requiring the members to deliver 
all of the eggs which they produce for market, to collect the eggs 
daily and to deliver them weekly. The eggs must be stamped with 
the number of the local branch and of the producer for the purposes 
of identification in case of poor quality. The members agree to 
pay a fine if they deliver bad eggs. 1 

The Community Egg Circle. — Cooperative egg selling lias 
been tried out in a number of localities in the United States through 
local associations which commonly have been designated as com- 
munity egg circles. The objects of the community egg circle have 
been grouped under three headings in a government bulletin 2 
relating to this subject, as follows : 

“ The Community Egg Circle : 

*‘(1) Helps each member to dispose of his surplus eggs 
and to secure a more satisfactory price. 

“(2) Helps the community to build up a reputation 
for a guaranteed product. 

“(3) Helps the Nation to reduce the total egg loss and 
conserve this source of its food supply.” 

Success . — Some of these community organizations have met 
with a considerable degree of success ; others have ceased operations 
after struggling along for a time. The volume of business of such 
an enterprise usually is not sufficiently large to warrant the employ- 
ment of very much help in caring for the work of the organization. 
A competent person who can spare the time necessary to make it 
a suc(!ess is not always available. Some associations place too much 
reliance on the members and do not check up on the quality of 
the eggs with sufficient (rare. The writer recalls an instance of 
an association where each member agreed to deliver strictly fresh 
eggs only, but when the eggs were examined they were found to 
include not only fresh eggs, but also stale eggs, hard-boiled eggs 
and china eggs. 

'Faber, H.: Cooperation in Danish Agriculture, 1918, p. 78. 

* Bassett, C. E., and Kerr, W. H. : “ The Community Ejjg Circle,” Farmers* 
Bulletin No. 650, p. 2. 
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The operations of one successful association (Fig. 4f>) have 
been described (l.c. p. 4) as follows: 

. “ One very successful egg company lias a large incu- 
bator house with 12,000 eggs capacity, where early chicks 
are produced for the members at a low cost. This is done 
in order to obtain early maturing pullets, thus securing 
eggs during the fall, when eggs are usually scarce. The 
company also has a receiving room for eggs where they 
are candled, sorted to weight (about twenty-four ounces 



Courtesy J ohn Slmy, Missouri College of Agriculture. 

Fjo. 4(5. — The warehouse of a farmer*’ cooperative shinning association. Green- 
castle, Missouri, which handles poultry, eggs, cream and similar produce. 


to the dozen), packed in cartons, and shipped on contract 
orders. Their eggs are all guaranteed to be according to 
grade; they advertise the fancy grades on their cartons 
and cases, and market prices are paid to the members. 
Twice a year dividends are paid each member in pro- 
portion to the amount of eggs marketed through the com- 
pany and the time of year eggs were brought in, a larger 
dividend being paid per dozen for eggs brought in during 
the fall and winter than for those brought in during the 
spring and summer, estimated by months. A regular trade 
is established with discriminating consumers, with city 
clubs, -with the best class of hotels and restaurants, and 
with fancy grocers for a supply each day or week.” 
(Fig. 47.) 

Another association is said to have increased the returns of its 
members over $1,000 for eggs sold during the first eight months 
of its existence. 3 

a Minnesota Farmers’ Institute Annual 20, p. 170. 
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Selling Through Others . — As the egg business is usually not 
of sufficient volume in the average locality to warrant the employ- 
ment of a person to give his entire time to it, a plan of handling 
the shipment of eggs through some other establishment is some- 
times followed. Thus, eggs have been shipped cooperatively through 
farmer-owned creameries in some instances. 

Cooperative Egg Selling on the Pacific Coast. — Some in- 
stances of cooperative egg marketing on a more extensive scale than 


Courtcvy John Sheay, Missouri College of Agriculture 

Fia. 47. — Interior view of warehouse in Fig, 46 showing egg cases and poultry coops. 

through simple, community associations are found in various parts 
of the country, especially on the Pacific Coast. There are two large 
organizations in California, the Poultry Producers of Central Cali- 
fornia, Inc., with headquarters at San Francisco, and the Poultry 
Producers of Southern California, Inc., at Los Angeles. Another 
organization on a somewhat similar basis is found at Port- 
land, Oregon. 

Poultry Producers of Central California, Inc. — This organ- 
ization was started in 1916. Tt is formed with capital stock and 
each member subscribes for one share of stock of ten dollars par 
value for every thousand or major fraction of thousand hens which 
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he owns. He also signs a contract by the terms of which he is 
bound to market his eggs through the association. (Fig. 48.) The 
product of one million hens was signed up in this way before the 
organization engaged actively in business. In addition to the initial 
capital stock subscribed by each member upon uniting with the 
association, additional stock is purchased by means of a deduction 
of one cent for each dozen of eggs delivered. The stock purchased 
by these deductions are issued when paid. The authorized capital 



Fio. 4S. — EggB from country receiving stations arriving at Petaluma packing plant. 

stock now is $750,000. On August 31, 1921, the fully paid capital 
stock amounted to $250, 000. 4 

Quality and uniformity are highly important in the marketing 
of any product and they are especially desirable in such a product 
as eggs. The association placeB much emphasis on quality and the 
careful grading of the eggs. The following grading rules are 
in effect: 

“ ‘ Extra * eggs must average twenty-four ounces per 
dozen (two ounces each) and no eggs in the case must 
weigh less than twenty-two ounces to the dozen (one and 
five-sixths ounces each). 


4 Auditor^ Financial Statement, August 31, 1921. 
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" ‘ Extra Pullet ’ eggs must average twenty ounces per 
dozen (one and three-fourths ounces each) and no eggs 
in the case must weigh less than nineteen ounces to the 
dozen (one and seven-twelfths ounces each). 

“‘Undersized Pullet 9 or ‘pee wee’ eggs are those that 
weigh less than nineteen ounces per dozen. 

“ All eggs in the above grades must be ‘ sound, sweet, 
and full/ must be ‘ entirely white 7 in color, must be clean 
and reasonably uniform in size and shape, and must not 
contain any washed eggs. 

“ Brown eggs (and this means all eggs that are not 
absolutely white in color) are classed as firsts. 

“ Dirty eggs are graded as Dirty Extras or Dirty Pul- 
lets, according to size. They also grade as Light Dirties 
or Heavy Dirties, according to the amount of dirt on them. 
Light dirty eggs can be stored if they have not been wet ; 
Heavy Dirties will not keep and must be sold for what 
they will bring for immediate use. 

“ Checks or Chex are cracked eggs. They are graded 
as Baker Eggs, together with shrunken eggs, and others 
that are not good enough in quality to go into the stand- 
ard grades. 

“ Washed Eggs are graded officially as Extra Firsts 
or Extra First Pullets, according to size, provided that 
they otherwise conform to the requirements of extras and 
extra pullets. If not, they are graded according to their 
color and quality. At certain times of the year they can 
be sold for the same price as the unwashed eggs of the 
same size and quality, but not in the packing season. For 
this reason we ask members to wash no eggs during the 
packing season.’* 

The main plant of the organization is located at Petaluma. 
Receiving stations are located at a number of points in the districts 
and distributing stores are located in San Francisco and Oakland. 
The eggs are sold mainly through wholesale channels, but part of 
the business is with the retail trade. Large amounts of eggs are 
shipped by the organization to New York City and other distant 
points. Some eggs are placed in eold storage in the spring months. 
The association pays its members once a week for the eggs deliv- 
ered by them. 

‘ From pamphlet of Poultry Producers of Central California, Inc., 
u Suggestions on Grading and Packing Eggs ” 
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Poultry Producers of Southern California, Inc. — This organ- 
ization has followed similar plans to those of the one in central 
California and the methods of operation of the two organizations 
are similar. This organization also was established in 1916. The 
minimum number of hens decided upon for the sign-up necessary 
before business activities were started was 100,000. The organiza- 
tion is formed with capital stock, but did not adopt the plan of 
the association in central California of increasing its paid-up capi- 
tal stock by means of deductions of a cent for each dozen eggs 
marketed through it. The members at present are under a five-year 
contract to market the eggs which they produce, through the associ- 
ation. While these contracts cover a five-year period they may be 
cancelled at the end of any calendar year by giving notice to that 
effect some time between the first and the twentieth of December. 

Section 5 of the agreement between the organization and the 
producer sets forth the method of pooling and making payments. 

“ (a) Weekly Pools . — The weekly pool shall be made 
up of all eggs delivered during the pool week by the pro- 
ducer and other producers under similar agreements and 
there shall be paid into the said weekly pool, after all 
authorized deductions have been made, (1) the net pro- 
ceeds of current sales of fresh eggs included in the weekly 
pool and resold prior to the day of the weekly pool settle"- 
ment, and (2) an amount to be advanced by the associa- 
tion equal to the prevailing wholesale market price in the 
Los Angeles market on the day of storage for such of said 
eggs as may be stored, and equal to the said prevailing 
market price on the day of the weekly pool settlement for 
all such eggs not then resold or stored. 

“ (b) Annual Pool . — The annual pool shall be made 
up of all eggs included in the weekly pools and not resold 
prior to the weekly pool settlement date, and there shall 
be paid into said pool, after alt advances by the association 
and other authorized deductions have been made, ( 1 ) the 
net proceeds of all such eggs when resold, and irrespective 
as to whether the said eggs he placed in storage or not, 
and (2) any saving that may be effected between the 
amount retained by the association to cover authorized 
deductions and the amount finally apportioned for such 
purpose, in the absolute discretion of the board of direc- 
tors at the end of each calendar year,” 
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The Southern California association like the one in central 
California finds an outlet for considerable quantities of ‘eggs in 
the New York market. The attention which the California pro- 
ducers and their organizations have given to quality and standard- 
ization has made it possible to do this. During 1920, the Southern 
California Poultry Producers, Inc., shipped .120 carloads, repre- 
senting thirty-five per cent of its sales, to New York.® Of this 
amount, 101 cars were sold f. o. b. Los Angeles, and the remaining 
nineteen ears were sold through a New York commission merchant. 7 

The Pacific Cooperative Poultry Producers with headquar- 
ters at Portland, Oregon, is another association similar to the two 
egg marketing associations in California. This organization was 
incorporated in 1920 under the cooperative law of Oregon. It is 
formed with capital stock, having authorized capital in the amount 
of $80,000 divided into ten-dollar shares, 4,000 shares of which are 
preferred and 4,000 shares are common stock. 8 The preferred stock 
is subject to retirement. The members subscribe for common stock 
at the rate of $10 for each 100 hens or major fraction thereof. 1 * 
The members sign contracts running for three years which bind 
them to deliver all the eggs produced by them to the association. 
The minimum number of hens which had to be signed up before the 
association could commence business was placed at 150,000 hens. 10 

Poultry Organization in New Jersey. — The New Jersey 
Poultry Producers’ Association is a marketing organization which 
was started in New Jersey during the summer of 1921. It is pat- 
terned somewhat after the poultry marketing associations of the 
Pacific Coast. The members of the association signed contracts 
binding themselves to market their eggs through the organ- 
ization for a period of three years. Each member also pays an 
initial membership fee of $10. The minimum number of hens 
required to be signed up was placed at 300,000. The purpose of 

* Southern California Poultry Producers, Inc., President’s Annual 
Letter, January 28, 1921. 

* SadicolT, Marcella G.: National Stockman and Farmer, June 4, 

1921, p. 4. . 

* Articles of Association, Article V. 

•Subscription Agreement to common capital stock of Pacific Coopera- 
tive Poultry Producers. 

10 Marketing Agreement, Pacific Cooperative Poultry Producers. 
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the association is to grade, handle, and market the eggs of the 
members in the best manner possible. This organization changed 
its name to the Atlantic Coast Poultry Producers* Association and 
extended its activities to other eastern states. 

Pacific Egg Producers* — The three Pacific Coast egg pro- 
ducers’ organizations mentioned above together with similar associ- 
ations having headquarters at San Diego and Seattle, have formed 
an overhead selling agency known as The Pacific Egg Producers. 
This agency handles the marketing of eggs which are shipped, each 



Courte*y U. S. D. A. 


Fia. 49— Packing house of New Jersey Poultry Producers’ Association, Vineland, 

N. J. t with a truck load of crrs ready for shipment. 

association taking care of the sale of its eggs marketed in its own 
locality.. This agency has established a branch house in New York 
City for the handling of the eggs shipped by the member associa- 
tions to that market. By means of this organization, the Pacific 
egg associations market the eggs they ship to eastern markets 
through their own agency and unite their forces in expanding the 
outside markets for their products. 

Marketing of Poultry. — Cooperative marketing of poultry has 
not been engaged in as extensively as the cooperative marketing of 
eggs. (Fig. 50.) Some of the egg marketing associations handle 
poultry at times. Arrangements for the holding of cooperative 
10 
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sales of poultry have been made in some communities. Many of 
these sales have been handled by committees of farmers without the 
establishment- of any specific marketing organization. In such 
instances, the committee usually has made arrangements with a 
buyer in advance so that delivery of the poultry is made to the 
buyer at the shipping point or at the car, on the day agreed upon 
by the committee. Delivery of poultry in this manner has made it 





■Plant of Producers' Cold Storage Co., ChiUioothe, Mo. 
showing live poultry car being loaded. 


unnecessary for the farmers to go to the trouble of making arrange- 
ments to ship the poultry to a distant market. 

Sales of this sort usually have produced better prices than 
could be obtained by the individual farmers each selling independ- 
ently to a local buyer. Difficulties are encountered at times because 
the amount of poultry delivered on the sale date is less than that 
required for a carload. In the absence of any formal organization, 
such problems often are difficult to handle and it, therefore, is 
advisable that the committee in charge of these sales canvass the 
situation very carefully before making final arrangements. 
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Tlie shipping of live poultry in carload lots to distant markets 
is an undertaking which requires skilled attention to such matters 
as loading and feeding in transit and that is one reason why coop- 
erative shipments of poultry have not been made more generally. 
Another reason is that it usually is only at certain seasons of the 
year that supplies are available for shipment in large lots so that 
the interest is difficult to maintain. 

Farmers* organizations handling a variety of products such as 
eggs, cream, poultry and miscellaneous farm products and supplies 
are found at some points. Some of these organizations have a 
warehouse for the receiving and handling of products and supplies. 
These organizations can ship poultry in coops by express to city 
markets since they usually employ a manager and he is available 
for receiving, crating, and shipping odd lots of poultry and 
other products. 

In Missouri there are a number of farmers* clubs which include 
among their activities the marketing of poultry and eggs. There 
are also several central poultry and egg houses at which the poultry 
and eggs are assembled from the local clubs for loading and ship- 
ment to market. The Farmers* Educational and Cooperative Union 
in Kentucky is organizing a poultry and egg marketing association 
on an extensive scale on plans somewhat similar to those employed 
by the tobacco associations in that state. The members sign five- 
year contracts with the organization. It is contemplated that plants 
will be established at central points for the receiving, handling, 
and shipping of the poultry and eggs which the members produce 
for market. 

Poultry Organization in Middle West.— The middle western 
states produce a large proportion of the country’s supply of poultry 
and eggs. This production, however, is mainly the result of the 
farm flock which frequently is regarded as a side-line. This, no 
doubt, accounts for the lack of extensive poultry marketing develop- 
ments among the farmers of this region. There are, however, many 
instances of marketing organizations handling eggs and to some 
extent poultry. In Missouri there are a number of organizations 
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or exchanges which market poultry and eggs, usually also handling 
other products and supplies. Cooperative egg circles are to be 
found at various points throughout the Middle West. Some coop- 
erative creameries also handle eggs. 

QUESTIONS 

1. Discuss the importance of the poultry industry. 

2. What conditions surrounding the production of eggs hamper their 

marketing? 

3. What are the principal reasons for selling eggs cooperatively? 

4. Discuss cooperative egg marketing in Denmark. 

6. Outline the plan of organization and operation of a community egg circle. 

6. Discuss cooperative egg selling in the Pacific Coast states. 

7. What are the grading rules of the Poultry Producers of Central Cali- 

fornia, Inc.? 

8. Discuss the methods of pooling eggs of the Poultry Producers of South- 

ern California, Inc. 



CHAPTER XI 


MARKETING BY MISCELLANEOUS AND GENERAL 
FARMERS’ ORGANIZATIONS 

I here are some instances of the application of cooperative 
organization to the marketing of certain farm products other than 
those referred to in preceding chapters. Prominent among these 
are cooperative nut marketing organizations such as are found 
among growers of walnuts, almonds, pecans, and peanuts ;. coopera- 
tive organizations for the marketing of honey; rice marketing 
organizations; associations to market hay; organizations among 
sugar beet producers; bean marketing organizations, and seed mar- 
keting associations. 

Cooperative Marketing of Nuts. — Local cooperative market- 
ing associations were started among walnut growers in California 
before 1900. These associations commonly employed the services 
of a broker or shipper to market their product on a commission 
basis. 1 In 1909, two of the associations decided to undertake the 
sale of their walnuts to the wholesale trade themselves and put out 
their walnuts under brands. The plan soon attracted attention in 
other localities with the result that fifteen local units organized 
the California Walnut Growers’ Association in 1912 (l.e. p. 59). 
This association at the outset marketed about fifty-four per cent 
of the crop of the state, but the amount lias gradually increased 
until eighty-five per cent of the growers are selling through the 
organization. It has established the "Diamond Brand” under 
which the walnuts are sold. Careful standardization and grading 
has enabled it to build up a reputation for its brand and to adver- 
tise its products nationally, in order to increase the consumption 
of walnuts. (Figs. 51, 52, and 53.) 

The almond growers of California also have a marketing associ- 
ation on a similar basis to market that product. Peanut growers 

1 The California Walnut. Booklefpublirthed hy the California Walnut 
Growers’ Association, 1919, p. 58. 
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Fig. 51.- The central packing and warehouse building of the California Walnut Growers' 

Association, Lob Angeles 

in Virginia and North Carolina have more recently established a 
marketing organization to handle peanuts. The National Pecan 
Exchange is a marketing organization with headquarters in south- 
ern Georgia. 

Honey Marketing Organizations. — Honey is one of the agri- 
cultural products, the production of which in many sections of 
the country is regarded as merely a hobby or at best a small side- 
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line, and conditions generally, therefore, are not favorable to the 
establishment of cooperative marketing organizations to handle 
honey except in certain sections which produce this product in 
sufficient quantities to make it worth while. 

Bee-keepers in California adopted a plan of cooperative market- 
ing of honey in 1918. The plan included the establishment of 
a number of local associations which in turn became members of 
a central marketing association so that the sale of honey would be 
handled through a central office. Bee-keepers in Colorado have 


courtesy California walnut (.rowers’ Association. 

Fio. 52. — Partial view of one of the workrooms in the California Walnut Growers' Associ- 
ation packing plant. 

had a marketing organization for the handling of honey for sev- 
eral years. 

Other Products. — Cooperative marketing organizations for the 
handling of rice have been formed in some of the states producing 
that commodity. The Pacific I* ice Growers’ Association was formed 
in California in 1915 and has handled a large share of the rice crop 
of that state. More recently growers in Arkansas have formed the 
Arkansas Bice Growers’ Cooperative Association and have signed 
up a large percentage of the rice crop of that state for marketing 
through the organization. 
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Fto. S3. — Crocking and examining walnuts before shipment in order to make certain that the 

pack is up to standard. 


Producers of maple products in New York and Vermont have 
organized associations to handle and prepare their products for 
market and to have charge of the distribution and sale of these 
products. (Fig. 54.) 

Sugar beet growers have found organized effort of value in 
bargaining with sugar beet factories and in making arrangements 
for the sale of their product. Growers of alfalfa, sweet clover, 
bluegrass, red top, clover and other seeds are employing the services 
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of cooperative marketing organizations in disposing of tlieir seed. 
Alfalfa growers in California organized an extensive association 
in 1918 for the marketing of hay. Organizations for this purpose 
also have been established by hay growers in other states. 

General Associations. 2 — There are a number of general 
farmers’ associations in existence whose purposes cover many 
activities of interest to fanners, including marketing questions. 



Cuuitcsj M^pie Producers Cooperative Asso.lai.ou, Inc 


Fio. 54. — Bottling and lacking in the factory of a cooperative association handling maplo 

product*, 

Among such organizations are The Grange, The Farmers’ Education 
and Cooperative Union, The American Farm Bureau Federation, 
The American Society of Equity, The Gleaners, and The Farmers’ 
Equity Union. These organizations are more or less on a national 
basis in that they have members in more than one state. In the case 
of The Gleaners, most of the members are located in Michigan. The 

1 For detailed discussions of the activities of general agricultural 
organizations see such references us, Atkeson. Semi-Centennial History of 
the Patrons of Husbandry ; Barrett, The Mission , History and Times of 
the Farmers' Union ; Buck, The Granger Movement ; Hibbard, Marketing 
of Agricultural Products; Kile, The Farm Bureau Movement. 
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American Society of Equity has more members in Wisconsin than 
any other state, hut also has members in some of the neighboring 
states. The Farmers’ Educational and Cooperative Union is strong 
in Kansas, Nebraska and some other western and several southern 
states. The Grange is strong in the New England and eastern 
states and also in some of the western states. The Farm Bureau 
is organized in most of the states, but is especially strong in the 
Middle West. 

General Nature of Marketing Activities. — These organiza- 
tions are engaged in a variety of marketing activities ranging from 
the encouragement of organization of marketing associations to 
the actual marketing of farm products. Most of them are built up 
of local and state federations, and local branches may undertake 
a wider range of work than do the central bodies. As these associa- 
tions are not organized on the commodity basis, but include in 
their memberships farmers of varying interests, there arc naturally 
many marketing activities for which these general associations are 
not as well suited as are organizations made up of farmers having 
similar marketing problems and created to handle some specific 
farm product. 

The Grange. — Mention has been made of some of the market- 
ing activities of the Grange during its early history. When this 
organization first came into prominence in the early seventies it 
found such a demand on the part of its members for attention to 
marketing and other economic problems that it soon was engaged 
extensively in such activities even though it was intended to be 
a fraternal organization rather than one established for business 
purposes. As has already been indicated, many of the ventures which 
were undertaken by Grange organizations at that time proved to 
be ill-advised and the failures which resulted gave the organization 
a severe set-back. It was gradually revived, however, so that, at 
present it has a large membership. The National Grange is not 
engaged in the marketing of products, but some of the local Granges 
have developed some business activities in connection with their 
organization. These activities frequently are in the nature of 
cooperative buying of supplies needed by the members. The Grange 
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takes an interest in cooperative marketing activities and is of 
service in the formulation of specific plans for cooperative purchas- 
ing and marketing enterprises. In a few states, as, for instance, 
New York, a large purchasing exchange has been created by 
Grange members. 

The Farmers' Educational and Cooperative Union. — This 

organization was started in Texas in 1902. It has always taken 
a keen interest in cooperative business establishments and many 
cooperative buying and selling organizations have been organized 
as a result of the activities of this organization. As it had its 
origin in southern states and had its early growth in that section 
of the country, cotton naturally was the product with the market- 
ing of which it was most intimately concerned. A number of cotton 
warehouses and other marketing enterprises among cotton growers 
were started in the early years of the Union. 

More recently the organization has found its greatest develop- 
ment in some of the other states, as Kansas, Nebraska and western 
states. Farmers' Union members have organized a considerable 
number of cooperative grain elevator companies, livestock shipping 
associations and cooperative stores. Cooperative buying has been 
extensively undertaken and wholesale buying organizations spon- 
sored by State Farmers' Unions are found in Nebraska, Kansas, 
Kentucky, Colorado, California, and several other states. 3 

In the chapter relating to the cooperative marketing of livestock 
reference was made to some of the Farmers' Union livestock com- 
mission agencies which are in operation. The State Farmers’ Union 
in Nebraska has established such agencies in several of the markets 
patronized by livestock shippers in Nebraska and some of these 
have built up a large volume of business. 

The American Society of Equity was started about 1902 and 
from the outset this organization devoted its attention mainly to 
questions relating to the marketing of farm products. Considerable 
stress was placed on the possibility of organizing the farmers for 
the purpose of market control. The society has not engaged directly 

•Fisher. C. B.: "The Farmers’ Union,” University of Kentucky. 

Studies in Economics and Sociology, No. 2. 
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in the marketing of farm products, but has sought to stimulate 
farmers to undertake cooperative effort and also at times has urged 
the farmers to withhold products from market until higher prices 
are obtained. One of the first efforts along this line was a campaign 
to induce farmers to withhold wheat from the market. A previous 
chapter called attention to organization among tobacco growers of 
Kentucky for the purpose of obtaining higher prices for their 
product. The American Society of Equity had a prominent part 
in this movement. Burley tobacco growers who joined the move- 
ment, pooled their tobacco and withheld it from market in order 
to get higher prices. Crops were handled this way in 1906 and 
1907. A strenuous campaign for cutting out the 1908 crop was 
largely successful and as a result the pooled tobacco was sold at 
a considerable increase in price. Pooling was not continued after 
that and the strength of the society among tobacco growers waned. 

The Equity Cooperative Exchange which was discussed in 
the chapter on cooperative grain marketing is not a part of the 
Society of Equity itself but is a separate organization. Discussions 
at meetings of the society, however, had an important part in bring- 
ing about its organization and it was started by Equity members. 
Locals of the Society of Equity as in the case of locals of other 
general farmers’ organizations frequently have bought supplies 
cooperatively and have sold products cooperatively either through 
the local or through a marketing organization created for that 
purpose. Some of the state organizations also have maintained 
business departments for buying and selling activities. This has 
been especially true in the case of Wisconsin. 

The Equity Union with headquarters in Illinois is an off-shoot 
of the American Society of Equity. The activities of this organiza- 
tion have related largely to the establishment of farmers’ coopera- 
tive marketing enterprises such as farmers’ elevator companies and 
livestock shipping associations. 

The Gleaners. — The activities of the organization known as 
the Gleaners has been mostly among the farmers in Michigan. This 
organization has taken a keen interest in the marketing of farm 
products and in the purchase of farm supplies. A clearing house 
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is maintained and through this agency the members are informed 
where to ship products they desire to market through the organiza- 
tion. Some elevators and stores are operated by the organization. 

The American Farm Bureau Federation is a general farmers’ 
organization which has been developed with amazing rapidity. This 
organization had its inception in the establishment of independent 
county farm bureaus for the purpose of making the work of the 
county agricultural agents, employed jointly by the state and fed- 
eral governments and local forces, more effective. The founders 
of the original county farm bureaus did not have in mind the 
development which this movement would take, but after a consider- 
able number of county farm bureaus had been established these 
began to hold state meetings, and state federations in several states 
were soon formed. A number of these state federations then came 
together and organized the American Farm Bureau Federation, 
which was perfected in the spring of 1920. Membership campaigns 
have been carried on vigorously in a number of states so that at 
the present time this organization is established in nearly all of 
the states. 

The American Farm Bureau Federation has a wide range of 
activities in the handling of problems of interest to its members 
and questions relating to the marketing of farm products occupy 
an important position in its field of work. Tt has not engaged in 
the handling of farm products, but has taken a prominent part 
in the development of cooperative marketing movements. This 
organization has arranged conferences of grain growers, livestock 
farmers, dairymen, fruit growers, and wool growers for the purpose 
of considering marketing questions and as a result of these con- 
ferences committees have been designated to develop specific recom- 
mendations for improvements in marketing methods. Among such 
committees have heen the “ Committee of Seventeen ” whose recom- 
mendations resulted in the creation of the U. S. Grain Growers, 
Tnc., and (he “Committee of Fifteen ” which made recommenda- 
tions that are being followed in the creation of cooperative livestock 
marketing agencies. Other farmers’ organizations have had a 
part in some of this work so all the credit does not belong to 
the Federation. 
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The Federation lias a cooperative marketing department which 
devotes attention to problems in this field. Some of the state fed- 
erations are actively engaged in assisting in the establishment of 
cooperative marketing organizations in their respective states. 
County farm bureaus have not only assisted in organizing some 
marketing associations hut in some counties have undertaken the 
cooperative sale of farm products of their members and the pur- 
chase of supplies needed by them. 

National Board of Farm Organizations. — This organization 
represents a movement to create a central body made up of a 
number of general fanners’ organizations. The purpose of this 
organization has been mainly to represent its constituent associa- 
tions in matters of mutual interest, especially in connection with 
national legislation and governmental programs and for that pur- 
pose it has maintained its headquarters at Washington, D. C. The 
National Farmers’ Educational and Cooperative Union, some state 
Granges, The National Milk Producers’ Federation, and similar 
organizations have had a part in this movement. In its work along 
legislative lines it has undertaken various activities having a close 
connection with cooperative marketing. It was active in the cam- 
paign which resulted in the enactment of federal legislation to 
clarify the position of farmers marketing organizations under the 
United States anti-trust laws. 

General Observations. — General farmers’ organizations, such 
as those which have been discussed in this chapter, include such a 
variety of interests in their memberships and programs that it is 
not to be expected that they will themselves engage extensively in 
the actual marketing of agricultural products. Considerable empha- 
sis has recently been placed on organization by commodity. This 
has been construed by some to imply the establishment of control 
over a considerable proportion of a given commodity. The term 
as commonly used, however, has reference to establishing marketing 
organizations which will be limited to the handling of a single 
commodity or a class of closely related commodities. The old sav- 
ing, “Jack of all trades and master of none,” has its application 
to organizations as well as to individuals. Marketing of grain 
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requires dealings with one class of trade; the marketing of fruits 
and vegetables involves an entirely separate class of dealers; the 
handling of butter and eggs involves still another class, and the 
same is true with other farm products such as livestock, wool, 
cotton and tobacco. Most of the general farmers* organizations 
include in their membership, farmers whose interests are different 
when it comes to the sale of their products. On that account these 
associations are not well adapted to large-scale marketing of any 
particular commodity. In fact, local branches of general associa- 
tions not established for marketing, in some instances, may be 
deserving of criticism for attempting to undertake cooperative buy- 
ing and selling themselves in place of establishing separate business 
organizations. This is especially true in cases where these organ- 
izations have neglected to do things for which they are specially 
fitted, because they have become absorbed in the doing of some- 
thing for which they are poorly adapted. 

QUESTIONS 

1. Discuss the cooperative marketing of nuts. 

2. Name the principal national agricultural organizations. 

J. In general, what has been the nature of the marketing activities of 
these organizations? 

. Discuss the work of the Grange. 

. What are some of the marketing activities of the Farmers’ Educational 
and Cooperative Union? 

^ W ' of Equity?” 6 ° f ^ marketin S ‘luestions taken up by the Society 

7. What has been the relationship of the American Farm Bureau to mar- 

keting questions? 

8. W hat is the National Board of Farm Organizations? 

9. What are some of the limitations upon general form organizations which 

prevent them from engaging directly in actual marketing on an 
extensive scale? n 
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COOPERATIVE BUYING OF FARM SUPPLIES 

Cooperative buying of farm supplies is so closely linked with 
cooperative selling of farm products that a brief mention of coop- 
erative purchasing activities among farmers is not out of place in 
a discussion of cooperative marketing. Cooperative buying is car- 
ried on through a variety of organizations ranging from a simple 
purchase by a group of farmers with no semblance of an organiza- 
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Fig. 55. — Thirty-four spraying machines purchased cooperatively by members of a fruit 
growers’ association at a saving reported to have exceeded one thousand dollars. 


tion to elaborate organizations which have a large capitalization 
and do a large volume of business. 

Purpose of Cooperative Buying. — The farmer undertakes 
cooperative buying of supplies in order to save money oil such 
supplies in the same way as be engages in cooperative marketing 
to get more for liis products. A lower cost for his supplies means 
lower production costs on his farm and this serves to increase his 
income in the same way that, a higher selling price for liis products 
means greater returns for his labor. Like persons in other lines 
of business, the farmer is interested in reducing his operating costs 
to a point which will bring him the greatest return from his efforts. 
(Fig. 55.) 
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Lower costs through cooperative buying may be obtained in 
various ways. Combining orders from a number of farmers makes 
it possible to purchase in carload or other large lots and frequently 
a lower price can be obtained in this way. Savings may also yesult 
from the elimination of services which may be found unnecessary 
or from a rearrangement whereby the farmer himself takes care 
of certain services which he has expected someone else to perform 
for him under the individual method of purchasing. 

Services of a Dealer. — A New England dairy farmer who has 
to purchase feed for his cows may follow the practice of obtaining 
his feed supplies from a retail feed dealer in small lots. Perhaps 
he runs an account with the dealer for his purchases. Among the 
services which the dealer performs for him may be mentioned, 
anticipating the needs of the farmer for feed supplies, locating 
these supplies, ordering them, receiving them on arrival, placing 
them in his warehouse or store building, being on hand to dole these 
supplies out to the farmer one or a few sacks at a time, carrying 
risks on account of price liuetuations and also fire risks, or obtain- 
ing insurance for this purpose, and financing the farmer bv extend- 
ing credit to him. If the dealer is to remain in business his margin 
must be sulficient to pay his operating expenses and give him some 
net profit. 

The farmers who undertake cooperative buying do not always 
appreciate the amount of service rendered by the dealer and the 
expense involved. They are frequently inclined to consider the 
gross margin of the dealer as being representative of the net profit 
which he is making. The savings effected by cooperative buying 
enterprises founded on such a belief naturally are likely to be dis- 
appointing to the members. This is especially true in instances 
where the cooperative association undertakes to operate in the same 
way as that followed by the dealer. 

Elements of Saving. — Cooperative buying associations have 
come to realize more and more that the dealer has expenses to pay 
out of the margin which he charges and that savings in cooperative 
buying may be brought about not only through buying in larger 
lots but also by doing away with some of the speculative risks and 

n 
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the services which are not needed, or that the farmer is in a position 
to perform for himself instead of paying other people to do for him. 
Alore and more farmers’ buying organizations are therefore plan- 
ning their operations so as to effect savings by reducing the cost 
of operation. Several ways in which this is done may be mentioned. 
The members of many associations are required to anticipate their 
own needs for supplies and to place advance orders with the associa- 
tion instead of expecting the association to know of its own accord 
what supplies the members will need. This plan results in the 
restriction of purchases to goods for which there is a demand. 
Many associations require the member to take his share of the 
supplies direct from the car on arrival, thereby making it unneces- 
sary lor the association to haul the goods from the car, warehouse 
them, and employ someone to sell them in small lots. During the 
war period when the price trend was upward some associations 
which bought supplies in anticipation of the members’ needs gained 
an incorrect conception of the savings which were to be had in 
cooperative buying on this plan as that which they considered as 
savings was in part, at least, due to advancing prices. The experi- 
ence of associations following this plan during the subsequent 
period of falling prices has not been nearly so pleasant. 

The question of financing is one of considerable importance 
in buying cooperatively. Some associations have lost money because 
they ordered goods which the members would not purchase. Some 
have lost because of bad accounts resulting from the extension of 
credit to the farmers. An association which can pay its bills with 
sufficient promptness can save by taking advantage of discounts 
usually offered for cash payments. This has led many associations 
to demand that an order be accompanied by all or part of its 
amount in cash or its equivalent. They have realized that it is 
a proper function of a bank or similar agency to lend money and 
that this is not an activity for which the ordinary buying associa- 
tion with limited capital is best fitted. The extension of credit 
is in reality one form of financing although this fact does not seem 
to have impressed itself on everyone. Requiring all cash at the 
time of ordering or part cash at the time of ordering and the 
balance when the goods arrive, is helpful in several ways. The 
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association is protected against loss from credit accounts. The 
member who has paid all or part of the amount of his order will 
take the goods even though the price may have changed so that 
he could buy them elsewhere for the same or less money. The 
purchaser will come for his supplies promptly as the association 
can threaten to dump them out of the car if he has paid for them, 
while, otherwise, it might have to find storage for them or else pay 
demurrage on the car in order to protect itself. Cash discounts are 
obtained as the association has money with which to pay its bills 
promptly, and this is reflected in the savings resulting from the 
operations of the organization. 

Cooperative Buying and the Local Dealer. — Many local 
dealers naturally do not look with favor on attempts of farmers 
to go round them by purchasing cooperatively. The dealer who 
has taken advantage of his farm patrons and obtained more than 
a fair return for his ellorts is not entitled to any special sympathy 
if the farmers decide to handle their purchasing business them- 
selves. The same is true with regard to the inefficient dealer. 
A dealer who has been striving to render full service in return for 
reasonable pay cannot be blamed for feeling somewhat resentful 
if the farmers pay no attention to him when they pool their pur- 
chases and buy for cash. A happy solution has been found in some 
localities where a local dealer has the confidence of the farmers, 
by the employment of the dealer as the purchasing agent of the 
cooperative association with definite payment for the services ren- 
dered as such. An arrangement of this kind gives the association 
the benefit of the dealer’s business experience and trade connections 
and the dealer is benefited in that he does not lose the business 
done in this way. The dealer remains in his regular business and 
serves those farmers who are unable or unwilling to join in the 
cooperative buying association. Jie can afford to handle the associ- 
ation’s business on a smaller margin as he is relieved of certain 
risks and the performance of certain services. 

Attitude of Wholesale Dealers and Manufacturers. — Coop- 
erative buying enterprises are not always welcomed as customers 
by wholesale dealers or manufacturers. This is due largely to the 
fact that cooperative buying ventures enter into direct competition 
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with other customers of such dealers. Retail dealers may bring 
pressure to bear upon wholesale dealers to induce them to refrain 
from selling to farmers’ buying associations. Some farmers’ buy- 
ing associations are very loosely organized and the wholesale dealer 
may be in doubt as to their financial responsibility and their per- 
manence. They are loath to take on the business of cooperative 
associations in place of that of private dealers if there is danger 
that the former may prove to be only of a temporary character. 

Attitude of Farmers Towards Cooperative Buying. — Many 
farmers and farmers’ associations are favorably inclined toward 
cooperative buying. Buying activities are often undertaken in a 
community before any steps are taken to sell cooperatively. On the 
whole, cooperative buying is simpler than cooperative selling and 
this is one explanation. Criticism of farmers in some communities 
for their eagerness to undertake cooperative buying without inves- 
tigating its possibilities is sometimes beard. It is true that the 
first step taken by some farmers’ associations is to pool orders for 
salt, sugar or some other product of which only a small amount 
is used by each farmer, and on which the customary margin is not 
overly large, instead of getting to work on problems of relatively 
greater importance. This has led to the charge that some farmers’ 
associations spend so much time and effort buying “ crackers and 
prunes ” that they do not make any effort to play a part in mar- 
keting activities from which larger results are more likely to be 
obtained. It should be remembered, however, that as a manufac- 
turer, the farmer is interested in the wst of his supplies and 
wherever he can effect real savings by cooperative buying efforts 
such activities are decidedly worth while. 

Cooperative Buying Associations. — There are many organ- 
izations among farmers formed primarily for the purpose of buying 
supplies. These range from ventures w r hich are local in nature to 
those which are established to serve a wide territory. 

The Grange-Leagne-Federation Exchange. — The practice 
followed by general farmers’ associations and marketing associa- 
tions of buying supplies needed by their members sometimes leads 
to competition and duplication of effort. In New York, local 
Granges, Farm Bureaus and the Dairymen’s League are interested 
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in cooperative buying and in order to bring about proper coordina- 
tion of effort and avoid duplication, the Grange-League-Federation 
Exchange was organized in 1920 to buy supplies cooperatively. 
The plan was in reality an expansion of the idea embodied in the 
New York Grange Exchange, an organization which had been 
established some time previously by the Grange. 1 The capitaliza- 
tion of the original organization had been about $30,000, while 
the authorized capitalization of the new exchange was placed at 
$1,000,000, divided into 200,000 shares of $5 each. This organiza- 
tion serves farmers in a number of different counties. 

The Exchange has a warehouse at Syracuse, New York, and as 
the handling of feeds is an important part of the business, a feed 
mill at Buffalo also was purchased (l.e. p. 149). The counties are 
encouraged to establish their own warehouses to take care of the 
handling at local points. The dividends on capital stock are limited 
to six per cent and any additional surplus available for distribu- 
tion is refunded in accordance with the business of each customer. 

The Fruit Growers’ Supply Company handles the cooperative 
purchase of supplies for the members of the California Fruit 
Growers’ Exchange. This is a capital stock company, local associa- 
tions in the exchange system constituting the stockholders. An 
appreciation of the importance of this company can be gained from 
the volume of business it transacts. During the fourteen-month 
period ending October 31, 1921, a business of about $12,600,000 
was handled. 2 The company owns a tract of timber and has a saw 
mill and box factory. In addition to box shook, the company pur- 
chases for the grower such supplies as fertilizers, fumigation mate- 
rials, and seeds. 

The capitalization of the company is $6,000,000. In 1921, the 
cost of doing business was about $1.50 for each $100 worth of 
business. After paying dividends of six per cent on the capital 
stock, an amount in excess of $2,000,000 was available for refund- 
ing to the members on the basis of their purchases (I.C.). 

1 VorheeB, Robert L.: “Getting Together in New York,” in Wallace's 
Farmer, January 28, 1921, p. 149. 

'Annual Report of the General Manager of the California Fruit 
Growers’ Exchange for the period ending October 31, 1921, p. 24. 
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Other Typical Organizations. — The preceding brief descrip- 
tions of two specific organizations are suggestive of some of 
the things being accomplished by cooperative purchasing among 
growers. There are many other large organizations besides these 
two. The Farmers’ Education and Cooperative Union in some 
states, as, for instance, Nebraska and Kentucky, have wholesale 

companies through which 
supplies are purchased. 
Farmers* elevator com- 
panies in some of the 
states have central pur- 
chasing associations. The 
Eastern States Farmers’ 
Exchange has been buy- 
ing supplies for some of 
the purchasing associa- 
tions in New England. 
Farmers in Maine have a 
number of local farmers’ 
associations or unions 
through which supplies 
are purchased and these 
have a central buy- 
ing organization. 

The Cooperative 
Store. — One form of co- 
operative buying among 
farmers is that carried 

Fio 56. A farmers’ cooperative on through f armers > c0 _ 

operative stores. Many of these ventures have been tried in all parts 
of the country and while successful examples are not wanting, 
failure or only mediocre success has frequently been the result. 
Cooperative stores were among the most popular of the various 
business ventures undertaken by farmers during the development 
of the Grange in the seventies. Most of these lasted only a few 
years, but some have continued in business. Numerous cooperative 
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stores have been established in connection with other general far- 
mers’ organizations. 

Farmers’ cooperative stores (Fig. 56) are usually started 
as a result of a feeling on the part of the farmer that the margins 
taken by local stores are too great and that living costs can be 
reduced by operating a store of their own on a cooperative plan. 
Referring to these stores as “ farmers’ stores ” does not mean that 
membership in these companies is necessarily restricted to farmers 
or that farmers are the only ones who start cooperative stores. 
Cooperative stores which are started in small towns located in 
agricultural districts, however, frequently have a large proportion 
of farmers among their stockholders, although town dwellers are 
not customarily excluded. 

The amount of overhead expense involved in the operation 
of retail stores is not always fully appreciated by persons engaged 
in some other line of business. The savings resulting from the 
operation of cooperative stores sometimes do not even begin to 
approach the savings which the members anticipate when they start 
the business. Sometimes the cooperative store results in the addi- 
tion of another dealer where the business is already divided among 
more than enough stores. This requires the local trade to carry 
the burden of another overhead. Frequently the cooperative store 
takes the place of another store and when this is the case, the 
preceding result does not apply. Cooperative stores do not always 
have the benefit of managerial ability of the highest type and 
the plan sometimes resorted to of trying to save on overhead 
expenses by the employment of low-priced management often 
proves disastrous. 

Advantage, in Volume of Business . — Cooperative stores which 
can obtain for themselves a lion’s share of the business naturally 
have an advantage. Too much reliance, however, must not be placed 
on the support of a stockholder merely because of his investment 
as he is inclined to purchase where his money will go the farthest 
in the long run. Some cooperative stores have realized that the 
overhead might be reduced by eliminating some services such as 
the extension of credit and unnecessary deliveries. The “ cash and 
carry ” stores which have sprung up among privately owned stores 
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are illustrations of the same idea. A cooperative store is not essen- 
tially different in its problems from the privately owned store. 
With sufficient business and good management comes success; with- 
out these, failure. 

Cooperative Buying Through Marketing Organizations. — 

Cooperative buying of supplies is included among the activities of 
many farmers’ cooperative selling organizations. A large propor- 
tion of the farmers’ elevator companies in addition to selling grain 
also handle a variety of farm supplies, especially such commodities 
as coal, lumber, flour, feed, salt, binder twine, oil, fencing material, 
drain tile, and cement. Some farmers’ elevator companies also 
handle groceries and other supplies for the household, and occa- 
sionally a cooperative store is operated in conjunction with a 
farmers’ elevator. Potatoes and apples are shipped in by some 
farmers’ elevators. The handling of supplies by grain elevators 
has frequently been found advantageous as the volume of business 
can be increased without a corresponding increase in the overhead 
expense. The elevators are located on the railroad track so their 
location is convenient for unloading bulky supplies. The manager’s 
time is not fully occupied with grain handling throughout the 
entire year so he can conveniently attend to the side-lines. Coop- 
erative creameries, cheese factories and livestock shipping associa- 
tions somtimes handle supplies, but the nature of the business and 
the facilities of such enterprises do not lend themselves as readily 
to the handling of such side lines. Cooperative buying of fertil- 
izers, spray materials and packages, is frequently a part of the 
business of fruit and vegetable marketing associations. Milk mar- 
keting associations often handle such supplies as dairy feeds which 
are needed by their members. 

Cooperative Buying Through General Farmers* Associa- 
tions. — Local units of the Grange, the Farmers’ Educational and 
Cooperative Union, Farm Bureaus and other general farmers’ 
organizations frequently buy supplies cooperatively as a part of 
their business even though many of their activities relate to more 
general lines of work. The kind of supplies purchased in this way 
depends upon the location and the needs of the members. The 
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method of doing business is not uniform. Some are simply buying 
agencies which purchase only on specific orders; others have ware- 
houses and carry stocks of goods in anticipation of the mem- 
bers’ requirements. 


QUESTIONS 

1. What are the main objects of farmers in cooperative buying? 

2. What services do dealers perform in handling supplies? 

3. How are savings effected in cooperative buying? 

4. Discuss methods of financing cooperative buying. 

5. Discuss the relationship of cooperative buying and the local dealer. 

6. Why is cooperative buying sometimes regarded with disfavor by whole- 

salers and manufacturers? 

7. Discuss the activities of the Grangc-League-Federation Exchange. 

8. What is the Fruit Growers’ Supply Company? 

9. Discuss cooperative stores and the problems they encounter. 

10. Discuss cooperative buying through marketing and general organizations. 



CHAPTER XIII 


POOLING 

Pooling practices in cooperative marketing have been referred 
to in connection with discussions of various classes of marketing 
organizations in earlier chapters. Methods of pooling, however, 
are so important in cooperative marketing that a more detailed 
description appears to have a place in a work of this kind. 

Definition of Pooling. — The terms " pool ” and “ pooling ” 
have been used in a variety of ways. The term " pool ” is used 
by some persons to designate almost any sort of cooperative mar- 
keting organization. To others, pooling conveys an idea of an 
organization for price fixing purposes. These terms have been used 
more commonly with reference to certain types of organizations 
and kinds of business than others. Cooperative marketing of wool 
is frequently called wool pooling and a wool marketing organiza- 
tion, a wool pool. Tobacco growers refer to their marketing organ- 
ization as a “ tobacco pool.” 

The meaning of pooling as the term is used in this volume 
relates to a method of handling products marketed cooperatively. 
Pooling may be described as being an arrangement whereby the 
products of similar grade and quality belonging to different growers 
are mingled and 4-old together /during definite periods so that the 
/price received by the grower is based upon the average price received 
during the period.' 

Purpose and Value of Pooling. — The pooling of products 
handled by a marketing association is, in one sense, a form of 
insurance in that it eliminates the possibility of some members of 
the organization obtaining very much lower prices than others 
for products of similar quality sold during the same period. The 
writer has in mind a certain potato growers’ marketing organiza- 
tion which did not follow the pooling plan. One day two cars 
of potatoes were loaded and sent to the same market. The sales 
agent in that market had an order for one car for which he used 
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one of the cars in the shipment. The other ear was held for a day 
or two and because of unfavorable market conditions, finally sold 
for several cents less per hundredweight. The growers who hap- 
pened to have potatoes in the first car received a higher price 
than those growers who had potatoes in the second car, due to no 
sagacity or better marketing skill on their part. The growers who 
had potatoes in the second car were inclined to feel that they had 
been discriminated against. If these two cars had been in the 
same pool, the growers would all have received the same price, 
an arrangement which would have been fair to all concerned. 

Market conditions are constantly changing. Conditions in dif- 
ferent markets may be different, and conditions in any given market 
are continually changing. A cooperative marketing organization 
which ships its products to market is eonf routed with this situation 
and pooling furnishes the method of equalizing the results obtained 
in different markets during the same pooling period. While the 
grower is protected from the danger of having to bear all of the 
effects of a bad market, he, likewise, is prevented from gaining all 
the benefits of an exceptionally good market which his products 
may happen to strike. This is fair, as he does not deserve blame 
for his products selling in a poor market or credit for striking 
a market that is better than the average. 

Pooling for Different Commodities. — Pooling is not being 
employed generally by all classes of marketing organizations. 
Farmers’ grain elevator companies do not commonly employ pool- 
ing as they purchase the grain delivered to them by the farmers 
and resell it, aiming to operate on a margin sufficient to pay all 
expenses and some profit. Cooperative creameries which manufac- 
ture butter from the cream received from their patrons and prorate 
the returns monthly among the farmers in accordance with the 
butter-fat each has furnished, are employing a plan of pooling, 
although the term is not. used as frequently in referring to coopera- 
tive creameries aR in some other lines. There is a certain amount 
of pooling in livestock shipping associations, especially when stock 
is sold in graded lots. Pooling is frequently employed in market- 
ing wool cooperatively. Fruits and vegetables are handled in this 
way by many associations. Cooperative milk selling organizations 
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employ pooling in order to adjust properly the price for milk sold 
as fluid milk and that made into other products. Cotton and 
tobacco are being pooled in some of the recent marketing develop- 
ments. There have also been some organizations handling grain 
which have adopted pooling methods. The convention of grain 
growers called to ratify the plans proposed for cooperative grain 
marketing by the “Committee of Seventeen” (Chap. Ill) fur- 
nished the scene lor a spirited encounter between one group which 
supported a plan for compulsory pooling and the other group which 
supported the plan finally adopted of making pooling permissive 
when the growers desire to employ this plan in any locality. 

Pooling Periods. — Pools employed in cooperative marketing 
differ greatly in the product handled and the desires of the members. 
One pool may involve only one shipment or carload; another pool 
may be an annual pool. Between these extremes are found such 
periods as daily pools, weekly pools, semi-monthly pools, monthly 
pools, and season pools (fall, winter, spring). 

The question of the amount of control exercised by the organ- 
ization over the time of delivery by the members of their products 
is related to that of pooling periods. An organization which has 
absolute control over the time of delivery would scarcely want to 
exercise this power without consulting the members’ wishes if any 
other period than an annual or crop pool were employed. Fluctu- 
ating market conditions for most products would make such a plan 
hazardous as certain growers would likely find that the association 
had placed their product in a low-priced pool. Were it possible to 
require delivery of a certain fixed percentage of a product for each 
pool an average could be maintained with pools covering less than a 
crop year. Varying production, seasons of ripening and other 
factors, however, make such a plan difficult to work out accurately. 

The cur-lot and daily pool leave the growers the greatest free- 
dom in deciding upon the best time to market their products. 
With such short pools, they will watch the day-to-day changes in 
market conditions more closely than in longer pools. The associa- 
tion, however, may be hampered in its operations because it cannot 
prepare in advance for the handling of specific amounts from day 
to day. It may have orders which it is unable to fill because of 



POOLING AND SPECULATION 


17S 


lack of deliveries by the members. Car-lot pools make it impossible 
to adjust differences in the case of inequalities in prices for dif- 
ferent cars shipped at the same time. It is also difficult to distrib- 
ute properly any burden connected with the development of new 
markets and outlets. 

A monthly pooling period has been regarded favorably by many 
organizations. The California Fruit Growers’ Exchange employs 
monthly pools in its operations. This period is sufficiently long 
to enable the organization to be prepared to fill orders and distrib- 
ute the products among different markets of varying desirability 
without penalizing any group of its members. It also gives the 
member considerable latitude in deciding upon when he wants his 
product to be sold. 

The product itself plays an important part in deciding upon 
pooling periods. Some products are perishable and have to be 
distributed when ready for market while others can be held for 
long periods. Some products are produced generally and are sold 
in many markets while others are grown in restricted areas and 
are sold only to a few buyers. Wheat and livestock are produced 
in many parts of the country and in other countries, while walnuts 
and prunes are produced in restricted areas. Tn the case of the 
former class, the price fluctuates with ever-changing conditions; 
with the latter, the price changes are less frequent and organiza- 
tions which control a large proportion of the crop can be consider- 
able factors in determining the price level. The organizations 
handling wheat, cotton and similar staples, in yearly pools must 
proceed with care in deciding upon the seasonal distribution of sales 
as the members can watch market conditions and will call to 
account a management which so distributes sales that an abnormal 
proportion has to be sold during periods of low r prices. 

Pooling and Speculation.— Speculation in farm products has 
come in for an unusual amount of condemnation during the read- 
justment period. 7 he holding of products by farmers or farmers’ 
associations in order to obtain higher prices necessarily is in the 
nature of a speculation although not always so regarded. On this 
account, the holder must be prepared for the speculative risks which 
arc involved in every such transaction to a greater or less extent. 
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Pooling has been employed by some organizations as a means 
of holding products oft the market in the hope of obtaining higher 
prices. Such pooling is speculative, while pooling employed by 
a fruit growers’ organization to protect the members from varia- 
tions in prices in different markets and on different days is in the 
nature of a protection. A large organization which feeds the market 
gradually in accordance with demand may employ pooling in so 
doing, and while in a sense this may be speculative it is something 
which is an essential part of the marketing process for seasonal 
products. /It is not in the same category as an artificial holding 
hack for the purpose of raising prices. / Marketing organizations 
which have for one of their avowed purposes, the elimination of 
speculation, may find that they will have to assume certain specu- 
lative risks which previously have been borne by others, and the 
employment of pooling will enable them to distribute these risks 
equitably among the members. 

Pooling and Development of Markets. — The use of pools is 
of service in some instances in the development of new markets. 
Outlets for apples may be sought in foreign markets by an apple 
growers’ association. At first, there luay bo some losses connected 
with the establishment of such markets. If pooling is employed, 
this expense is distributed among a number of growers instead of 
being paid for in diminished returns or losses by just a few growers. 

Grades in Pooling. — The products mingled in pooling sales 
must be handled on the basis of definite grades in order to be fair 
to the members. If this is not done, the member with goods of 
high quality will raise the price received by the members who have 
inferior goods while having his price lowered by these same goods. 
Selling products cooperatively and averaging returns without regard 
to grade is subject to the same criticism as the system of buying 
of private dealers which fails to reward quality. Grading and sale 
on the basis of quality furnish an object lesson and an incentive 
to the growers to strive to produce higher quality. To a certain 
degree, pooling may cause the member to be less careful as the 
grades do not provide for unusual variations and the grower may 
not feel it worth while to strive to do better than to make the best 
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grade, realizing that his products will be mixed with other products 
in making sale and that the identity will he lost. 

The variation in quality in different localities in the case of 
some products is worthy of consideration in planning the amount 
of territory to be included in a given pool. The California Fruit 
Growers* Exchange has pools for each of its local associations and 
these local units are made up of growers having similar fruit. 
A federation of local associations may readily follow this plan. 
Large central associations which are not made up of local associa- 
tions usually have pools for their entire membership. A grading 
system may be devised for some products in such a way as to take 
care of variations between localities. The Burley Tobacco Growers* 
Cooperative Association formulated a set of grades embodying 
approximately fifty possible groups, there being main divisions 
which in turn are each subdivided into several classes. While all 
of the subdivisions may not be found in each locality, variations 
between tobacco of different localities are taken care of by the 
arrangement, making it possible to use one pool for the entire hurley 
district without losing sight of the differences which are found. 


QUESTIONS 

1. What is pooling? 

2. What is the purpose and value of pooling? 

3. Discuss the use of pooling for different commodities. 

4. Discuss periods employed in pooling. 

5. What part does the commodity play in deciding upon the kind of pool 

to employ ? 

6. What is the relation between pooling and speculation? 

7. Why are definite grades important in pooling? 

8. What factors should be considered in determining the amount of terri- 

tory to include in a pool? 



CHAPTER XIV 

ESSENTIALS FOR SUCCESS 

Careful consideration of the requirements for success in coop- 
erative marketing is of importance as one frequent cause of failure 
in cooperative buying and selling enterprises has been the lack of 
appreciation of the features which are essential in an organization. 

Cooperative Buying and Selling a Business. — The statement 
that cooperative buying and selling are business activities is self- 
evident, but this does not mean that the real significance of this 
fact is always fully understood. There are certain requirements 
for success in any line of business which must not be lost sight of 
if the best results are to be obtained. Failure in the case of coopera- 
tive marketing enterprises for which there is a need can be largely 
avoided if the members and the management will realize that their 
undertaking requires business methods and management to obtain 
the best possible results. 

Necessity is frequently referred to as being the best basis for 
a cooperative marketing organization. Some go so far as to state 
that an organization cannot succeed unless it springs from neces- 
sity. If the farmers in a territory feel a real need for an organiza- 
tion, they will he ready to unite with it, to supply the necessary 
capital and to give it the support essential for success. Necessity 
has been the driving force which has brought into existence many 
marketing associations. The need must, of course, be one of reality 
and not be a product of imagination or misconception. There can 
be no doubt but that the severe price decline following the war 
period was an effective stimulus in the creation of cooperative mar- 
keting organizations. Part of this is due to an awakened realization 
of the ineffectiveness of the individual in coping with situations 
of this kind, but part of it is due to an exaggerated idea of the 
influence of organizations over economic laws and conditions. One 
is an awakening of a real need while the other may lead to dis- 
appointment when it is discovered that organizations are beset with 
many troubles of the same class as those which harass individuals. 
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Volume of Business. — When cooperative creameries first be- 
came popular, there were many instances of localities organizing 
cooperative creamery associations as a result of the activities of 
creamery promoters whose main motive was to sell machinery or 
in other ways gain a profit for themselves from the formation of 
the organization. Creameries were established in places where the 
number of cows was entirely inadequate to make economical opera- 
tion of a plant possible. Marketing organizations in other lines 
have had similar experiences, showing that even such an evident 
essential for success as sufficient volume of business is some- 
times overlooked. 

The amount of business needed cannot be stated in a general 
way as this is a matter which varies so greatly with different prod- 
ucts and localities. Some contend that an organization cannot be 
effective unless it controls the distribution of a considerable propor- 
tion of the entire production of a certain product. This is true in 
the case of a few commodities, but effective local associations hand- 
ling other products disprove that this is generally true. The char- 
acter of the product, the methods of marketing, and the outlets, 
all must be considered. A local livestock shipping association has 
sufficient business to maintain its organization if it can load full 
carloads on shipping days. A local cooperative creamery requires 
the milk or cream from four or five hundred cows. An elevator 
requires sufficient business to enable it to operate economically. 
Up to a certain point, at least, an increase in volume of business 
means a lower cost of doing business per unit of product. 

Developing New Fields . — In the case of an organization which 
sets out to market a product for which new outlets must be devel- 
oped, the situation is different. The California Fruit Growers* 
Exchange needs a very large volume of business in order to enable 
it to maintain its advertising and distributing forces. The fact 
that it distributes over seventy per cent, of California’s citrus fruits 
does not mean that its control over such a large proportion of the 
crop enables it to fix prices. It does mean, however, that it can 
carry on careful grading and standardization activities which will 
produce quality that will gain recognition; that it can advertise 
n 
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these standardized products on a national basis; and that it can 
establish its own agencies for a wide and effective distribution of 
the fruit among the markets of the country. The national adver- 
tising of the “ Eftmor ” Cranberries could not be carried on by 
a growers’ organization unless it was supported by a large share 
of the berries marketed because the expense would be too heavy 
and the outsider would share in the benefits without carrying any 
of the burden. In the summer of 1921, the public found such signs 
as “ Have you had your iron to-day ? ” staring them in the face. 
The advertising campaign, of which this was a part, to put on 
the market raisins in five-cent cartons could not have been success- 
fully carried out by an organization with a small volume of business. 

The cooperative marketing of whole milk for city consumption 
often requires that a considerable proportion of the available supply 
be handled by the organization in order to make it a factor in the 
trade. Tf too much milk is left on the outside, the distributors 
may consider it advisable to ignore the association and rely on 
the supply which it does not control. 

In cotton and tobacco marketing some associations which are 
being established on a state or district basis are founded on the 
idea of obtaining control over a certain fixed minimum volume 
of business. In the case of such a product as tobacco there are 
some special reasons why this plan is important. Previous reference 
has been made to the fact that most of our chewing and smoking 
types of tobacco find their outlets mainly among comparatively few 
domestic manufacturers, in foreign companies, or government 
monopolies. There would be some question regarding the ability 
of a purely local organization of tobacco growers, serving only a 
small community, to deal with the large manufacturers and buyers 
on a basis of equality. 

Good Management. — Much depends upon the ability of the 
management of cooperative marketing associations. A good man- 
ager may produce success of the highest order where a poor manager 
has failed dismally. Farmers’ marketing associations have been 
the subject of frequent criticism because of a niggardly attitude 
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taken by some of them in the matter of compensation paid the 
manager. A low-salaried manager is not necessarily the most 
economical as many organizations have discovered through experi- 
ence. On the other hand, organizations must not become over- 
burdened with high salaries. 

A cooperative association manager fills a difficult position. He 
must be able to meet the members, to retain their good will and 
confidence, and to employ considerable tact in the conduct of the 
affairs of the organization. Honesty is a prime requisite. Industry 
is necessary. Knowledge of markets and marketing methods is 
important. He should be one who is experienced in the handling 
and sale of the product marketed by the association. 

Good management has reference not only to the importance of 
employing a capable business manager but includes also the direc- 
tors and officers. The board of directors has general supervision 
over the activities of an organization and while it is not expected 
or desirable that the directors attempt to handle the details of 
the management, they should determine the general policies and 
select qualified offk;ers and manager to handle the details and carry 
out the general policies which have been formulated. Unless the 
directors are wide awake and capable, they may fail to attend to 
their duties properly. Some cooperative marketing organizations 
have been operated in such a way that losses have been incurred 
during periods when the directors have thought that the business 
was a success. Such a condition will not exist very long in an 
organization which has a board of directors that is awake to its 
responsibilities and capable of handling them. 

The hoard of directors should employ a responsible manager 
and require him to keep the board fully informed at all times, 
but members of the board should not meddle in the affairs and try 
to do the manager’s work for him. Cooperative associations suffer 
from too much attention of the wrong kind on the part of directors 
as well as from too little attention of the right kind. 

The board of directors is responsible for the selection of the 
manager, but the members are responsible for the selection of the 
directors and have themselves to blame when they select manage- 
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ment of the wrong kind. Members ought to place consideration of 
the welfare of the organization above all else in voting for directors. 
The election of directors is a poor place to let either grudge or 
friendship take precedence over qualifications in arriving at a 
decision. Some organizations show u tendency to pass the director- 
ships around from year to year. To some extent this may be 
advisable, but the plan of having hold-over directors so that only 
part of the terms end in any one year is more desirable as this 
insures a more consistent following of a definite policy. If the 
organization has provided for the recall of unsatisfactory directors, 
the danger of not being able to get rid of directors of this class 
is eliminated. 

Adequate Finance. — Like other business ventures, cooperative 
marketing associations should have proper provision made for their 
capital requirements both for permanent and operating purposes. 
Eagerness to start active business operations has caused some organ- 
izations to go ahead before they have been adequately supplied 
with capital. Some associations have underestimated their needs 
or have been unable to obtain the entire amount required from 
the membership. Reduced efficiency in some instances and failure 
in others have been the result. 

Saying that cooperative marketing enterprises should be well 
financed is not to be taken to mean that all organizations need 
large amounts of capital. Some of them need very little capital 
while others need a great deal. A livestock shipping association 
requires little capital for equipment and, as it does not pay the 
members until the returns for livestock shipped are received, it does 
not need capital for financing the purchase of livestock. A coopera- 
tive milk distributing plant requires much expensive equipment and 
such an organization must have considerable capital. A grain 
elevator usually purchases the grain from the farmers and therefore 
requires much more available capital in its operations than a coop- 
erative creamery which prorates the receipts from sales of butter 
among the patrons who delivered the butter-fat from which the 
butter was made. 
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Many marketing organizations make advances to the members 
on delivery of the product and pay the balance after sale has been 
made. In some instances products are held in warehouses for some 
time before being sold. Borrowing on warehouse receipts may be 
resorted to in order to obtain money with which to make advances 
to the members in eases of this kind. 

Careful plans should be laid for taking proper care of the 
financing of cooperative marketing associations in advance so that 
all the requirements can be promptly met. The observance of this 
is fully as important with cooperative business organizations as in 
the case of private undertakings. 

Membership Loyalty and Interest. — A cooperative associa- 
tion differs somewhat from an ordinary business corporation in the 
relation of the member to the organization. The ordinary business 
company has for its purpose the making of profits for the stock- 
holders who share in the profits in accordance with the amount of 
their stock holdings. Tt usually is not dependent upon its stock- 
, holders’ business but deals with the public. A cooperative market- 
ing association, on the other hand, is formed to render a service 
for the members in marketing their products and in effecting 
savings for them in so doing. The one hundred thousand or more 
stockholders of the United States Steel Corporation are interested 
mainly in the investment feature of the proposition. The sixty 
thousand or more members of the Dairymen’s League Cooperative 
Association are interested in the services which it can perform for 
them, and the association is dependent upon the members for its 
volume of business. The cooperative association depends directly 
upon the members for its business. The loyalty and interest of 
the members, as measured by their willingness to support it by 
turning over their products to it, is therefore one of the important 
requirements for success. Failure due to faulty management or 
inadequate finance can be charged to the members only indirectly, 
but failure due to lack of loyalty is directly chargeable to the mem- 
bers themselves. 

Lack of loyally and interest on the part of the members has 
been one of the most frequent causes of failure among cooperative 
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enterprises. This shortcoming probably has more often than not 
been the result of a lack of appreciation on the part of the members 
of the importance of membership loyalty than being intentional 
on their part. Interest in some organizations has waned because 
the savings have not met. the expectations of the members. A ten- 
dency of organizers to be " long ” on promises, regarding what may 
be anticipated from organizing, is apparently in the organization 
of some associations. Enthusiasm created in this way may act as 
a boomerang if the organization does not produce somewhere near 
the results predicted for it. Persons whose established business is 
affected by the formation of a marketing association, or interests 
which enter the field as a competitor of an organization, may resort 
to the payment of higher prices than warranted by market (fondi- 
tions in order to draw support away from the association. An 
association which cannot, in the long run, show as good or better 
results, all things considered, than those obtained from sale through 
a private dealer is doomed to failure, and rightly so, since it would 
not be good business for the members to continue permanently to 
support such an association. However, higher prices paid tempo- 
rarily in order to draw support away from the organization are not 
likely to continue ill effect very long after the association has been 
put out of business. If the organization is driven out, the other 
party may seize the opportunity to retrieve losses incurred in elim- 
inating the competition of the association. Members can well 
afford to reject offers which are simply bait to draw them away 
from their association as, in the long run, it- probably will be more 
profitable to lose a temporary gain than to weaken or break up 
their organization. 

Business Methods. — No business enterprise will produce the 
best results unless business methods are used in the conduct of 
its operations. The affairs of a cooperative enterprise should be 
conducted in accordance with best business methods and principles. 
Complete business records and accounting systems are even more 
important in a cooperative business than in one which is operated 
by an individual, as the latter accounts only to himself, while the 
management of an association should be able to give the members 
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full information on any feature of the business concerning which 
questions may arise. Keeping of complete records will enable the 
management to stop leaks and make the operation of the business 
more efficient. Auditing of the books of an organization at regular 
intervals is another important matter which is not always given 
the attention which it deserves. Farmers’ organizations frequently 
are unwilling to pay out the money charged for a thorough audit 
by a competent, disinterested accountant. An internal audit by 
a committee of the members may be had or no audit at all. The 
practical results may be the same as the members’ auditing com- 
mittee may not be sufficiently versed in accounting methods to gain 
a clear insight into the actual situation. Internal audits are mainly 
helpful as a means of giving some of the members an opportunity 
of becoming acquainted with the business of the organization rather 
than as a valuable check on its condition. Internal audits made 
by an incompetent committee, if relied on to show up the business 
in the true light, may result in the members being misled as to 
the true state of affairs. The writer has seen balance sheets pre- 
pared by auditing committees which upon hasty examination would 
indicate that the association was fairly well off, when a closer check 
of the different items would develop that the capital of the venture 
really had suffered considerable impairment and that the business 
had been operated at a loss. One instance comes to mind whero 
the committee had included among the assets of the organization, 
some of the expenditures which had been made for operating pur- 
poses, not realizing that this was a case of trying to “ eat their 
cake and have it too.” 

Organization Must Serve. — In the final analysis, the success 
of an organization depends upon the services which it performs 
for the members. An association which can show actual savings 
for the members will succeed as long as it continues to do so. 
One which cannot point to any savings will sooner or later pass 
out of existence. These savings may come about in a variety of 
different ways such as through improved methods, better distribu- 
tion, better handling, development of markets, and obtaining profits 
of private dealers. The important point is for organizations to 
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carry out all their activities with the end in view of doing their 
work as effectively as possible in order that there may be no doubt 
in the minds of the members regarding the service and savings of 
the enterprise. 

QUESTIONS 

1. Why is it important to know the essentials for success? 

2. Why is necessity a good basis for organization? 

3. Discuss the amount of business needed by an organization in order to 

be successful. 

4. Why is a large volume of husiness of importance in developing demand 

by moans of advertising? 

5. Discuss the importance of good management. 

(5. Discuss the duties and importance of the directors. 

7. Why is adequate finance important? 

8. Discuss membership loyalty as a requirement for success. 

D. Discuss the importance of employing business methods. 



CHAPTER XY 

MEMBERSHIP CONTRACTS 

Since the matter of membership support is one of pressing 
importance in cooperative marketing, contracts binding the mem- 
bers to market their products through the organization are fre- 
quently employed to lend stability to the enterprise. This idea has 
had a gradual development from the time when about the only 
provision made was to include a brief reference to it in the by-laws 
until the present when specific and detailed contracts setting forth 
the relations and obligations of the member to the association, and 
vice versa, are not at all uncommon. A change in the attitude of 
the members of cooperative organizations towards signing contracts 
has taken place as a better appreciation of the relation, which exists 
between an association and its membership has been obtained. Many 
farmers have hesitated about signing such agreements for fear of 
losing too much of individual privileges in selling their products. 
It is not always appreciated that when a member makes a contract 
with a truly cooperative organization he is in reality making a 
contract with himself and his fellow farmers who are members of 
the organization and not with an outside interest. 

Purpose of Contracts. — One important reason for having 
specific contracts is that the association is in this way assured of 
a definite volume of business. The management can lay plans to 
handle the volume signed up while if there are no contracts, the 
amount which the association will handle may be very much in 
doubt. Steps can be taken to obtain necessary expert assistance 
when there is sufficient business to make it possible to interest 
ability of this kind. Without contracts, it is more difficult to assure 
such men that their services will be in demand for a definite time. 
Connections with the trade also can be established to better advan- 
tage when a definite amount of business and a continued existence 
seem certain than when the probable volume of business is uncertain. 
Competitors of the organization are less likely to resort to the 
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payment of unduly high prices in order to draw business away 
from the organization if the member is bound by an enforceable 
contract to sell his product through the organization. 

Term of Contract. — The length of time covered by contracts 
between associations and their members varies greatly, ranging 
from short-term contracts which cover only one season to those 
which run for a number of years. Some associations have what 
is sometimes called a “ continuing ” contract because it runs con- 
tinuously from year to year unless it is cancelled by either party 
during a certain specified period of each year. Contracts of this 
kind make definite provision for cancellation if either the associa- 
tion or the member desires to end the arrangement, during a period 
of a month or so each year, usually between seasons in case of 
associations handling seasonal products. The continuing contract 
has the advantage of making it unnecessary to have new contracts 
signed at frequent intervals, without tying the members up irrev- 
ocably for long terms. 

Contracts running for a period of years such as three, five, 
seven, or ten years, are employed by some organizations. It is not 
always possible for an organization to establish itself fully during 
the first season or two, and having a contract which cannot be can- 
celled for several years assures such organizations of a definite 
volume of business. Reference has already been made to organiza- 
tions which borrow money or which have a plan calling for the 
gradual retirement of certain classes of stock over a period of years. 
These organizations find it helpful to have a contract period which 
is at least equivalent to the period during which the loans or stock 
are to be retired. A non-stock marketing organization may establish 
a subsidiary capital stock corporation to provide warehouses or 
other facilities, and provide the latter with preferred as well as 
common stock, the preferred to be sold to investors and to be retired 
within a period of five years or so. If the marketing association 
has contracts with its members. running for a period of five years, 
the preferred stock will be more attractive to investors as they will 
have greater assurance that the business will continue and be able 
to- repay them their money in accordance with the plan outlined. 
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Contract Features of By-Laws. — Some organizations regard 
it sufficient to include certain stipulations in the by-laws in place 
of having separate contracts. These by-law provisions usually are 
simple in form, merely stating that the member shall market certain 
products through the organization. It has been suggested that the 
by-law provisions can be made binding by requiring the members 
to sign the by-laws, agreeing to abide by them. This contention is 
not without merit, but the formality of requiring the member to 
attach his signature to the by-laws is easily overlooked. Another 
feature worthy of consideration is that the members are more likely 
to appreciate the true significance and value of a separate con- 
tract form than if the requirements are buried in the by-laws with 
a mass of other regulations governing the conduct of the associa- 
tion’s affairs. The member may be more inclined to plead that 
he was not aware of the real nature of the by-law provisions than 
if he has signed a separate contract. 

Combined Organization and Marketing Agreements. — 
Organizations are usually formed first and then contracts obtained. 
Some movements, however, follow the plan of outlining the prin- 
cipal features in an organization agreement and include the market- 
ing contract in the same document. The grower by signing this 
contract agrees to become a member of an association which is to 
he organized along the lines set forth in the agreement and binds 
himself to market his products through the association when it 
is established. This plan makes a longer and more elaborate con- 
tract form necessary since the essential features of the organization 
plan must he set forth as no organization has been established and 
there are no articles of association or by-laws from which this 
information can be obtained. 

Such contracts have been used in several instances where a large 
organization covering a considerable area and including many 
growers has been formed. These associations are usually organized 
under the direction of an organization committee whose names are 
listed in the body of the contract. Where the consent of leading 
and influential men to serve on such a committee is obtained, the 
publication of the names in this way is often a helpful factor. 
Naturally, such committees commonly include the names of some 
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men who do not intend or are not expected to take a very active 
pari in organizing the association, but whose names, nevertheless, 
are valuable assets when used in this way. 

Among the advantages of using this type of contract, which 
may be mentioned, is that the directors are not selected until a 
large proportion of the members have been obtained so that the 
rank and file can have a part in the selection. This factor is not 
of so great importance in local arsociations as in organizations 
with a large membership. Since federations are made up of locals, 
this point is not so important with them as with the other class 
of large associations. 

Another point, which some persons seem to regard as being 
favorable to the use of the combination organization and marketing 
agreement, is based on the belief that growers will be more 
impressed with the need for signing on their part as no organiza- 
tion has been established. Associations which first definitely organ- 
ize and then obtain signatures to a specific marketing contract, 
however, can place similar emphasis on this point bv requiring 
a certain proportion of the crop to be signed up before operations 
are begun and impressing this fact on the growers. The main 
objection to the combined organization and marketing agreement 
is that the form becomes so long and involved that misunderstand- 
ings may easily result. The growers will comprehend more readily 
a contract which is not long drawn out and involved. The com- 
bined organization and marketing agreement has been employed 
in some of the California organizations and also in some of the 
larger movements especially among cotton and tobacco farmers. 

Form of Contracts. — Naturally the contracts of different asso- 
ciations often vary greatly in both form and contents. Some go 
into minute detail in specifying the relations between the parties 
to the agreement and the rights and obligations of each. Others are 
brief and general in their terms. In a general way, the first part 
of the agreement identifies the parties to the agreement. As a con- 
tract must be based on a consideration, it is customary to set this 
forth in the first part of contract. A money consideration is some- 
times mentioned, but many organizations cover the matter of 
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consideration in a manner similar to that suggested by the follow- 
ing language : 

That for and in consideration of the outlays incurred 
and to be incurred by the association in providing means 
and facilities for handling, grading, storing, and market- 
ing, including the expense to which it has been put for 
organizing and for finding and establishing markets, and 
in consideration of the mutual obligations of the respec- 
tive parties hereto, and in further consideration of similar 
agreements between other growers and the association, it 
is hereby agreed'as follows :* 

Following the section setting forth the consideration usually are 
the sections outlining the obligations and relationship of the associ- 
ation and the member. The period of time covered by the contract 
is included. The obligation of the grower to deliver his product 
to the association, or at its direction, is set forth. The grower may 
expressly agree not to sell his product in any other way. At least 
the general methods of handling and marketing may be set forth 
and responsibility placed on the association to use its best efforts 
in locating markets. The amount of the charges to be paid by 
the grower to the association, in return for the services performed 
for him may be stated or the manner of arriving at this amount 
may be indicated. Liquidated damage clauses are now commonly 
incorporated in the contracts in order to make their enforcement 
easier. Some contracts have inserted near the place for the grower’s 
signature this caution, “ Do not sign without reading,” in order 
to emphasize the importance of the signer knowing the contents 
of the agreement. 

Liquidated Damage and Penalty Clauses. — An effective way 
of making a contract enforceable is important in order that whole- 
sale defections may not take place among the membership. Ref- 
erence has already been made to the plan used by the elevator 
company at Rockwell, Iowa, and later adopted by many others. 
(Chap. II T. ) This plan consisted of a provision in the by-laws 
requiring the member to pay a certain amount into the treasury 

‘Based on suggested form of crop contract prepared by the Coopera- 
tive Organization Project of the U. S. Bureau of Markets. 
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of the company for grain which he sells to competitors of the 
farmers* company. These provisions have generally been referred 
to as “penalty clauses.” While many organizations, especially 
farmers* elevator companies, have inserted similar sections in their 
by-laws they have not been enforced to any great extent in later 
years. Some court decisions, especially a case regarding a livestock 
shipping association in Iowa, have thrown some doubt about the 
enforceability of such provisions. 

How Violation of Contract Injures . — An organization which 
has a contract with its members naturally is damaged to some 
extent when a member breaks his contract. For one thing, there 
is loss of prestige. If it appears that a member can break his 
contract with impunity, other members may be tempted to do so 
whenever it is of temporary advantage to them. An organization 
plans overhead expenses in accord with the expected volume of 
business and loss of some of the business means a heavier charge 
on that which remains. An organization relying on the contracts 
made by its members may in turn enter into a contract with a third 
party by which it agrees to deliver certain products. Failure on 
the part of some members to fulfil their obligations may cause 
embarrassment and loss to the organization. The preceding sug- 
gests some of the ways in which an organization may be injured. 
It is always a difficult matter to ascertain the exact damage in 
dollars and cents resulting from the breaking of a contract by a 
member. The association has recourse to legal action and can sue 
for recovery of damages suffered, but there are always difficult 
issues to determine which require time and result in expense. On 
this account it has become common in the making of contracts to 
insert a stipulation regarding the amount of damages that have 
been agreed upon by the parties to the contract. These agreed- 
upon damages are called liquidated damages. 

Action for Breach of Contract . — Some of the marketing aasocia- • 
tions have gone further in their contracts than merely to insert 
liquidated damage clauses by also providing specifically that in 
case of breach the association shall have the right to obtain an 
injunction to prevent further breach and to a decree for specific 
performance of the terms of the contract. These clauses serve to 



191 


DAMAGE AND PENALTY CLAUSES 

bring the matter to the attention of the grower so that he may 
know in advance what steps may be taken against him in the event 
he breaches his contract. Provisions of this character are a part 
of the contracts of some of the large marketing associations in 
California. More recently they have been adopted by cotton and 
tobacco growers' associations. The following sections from the 
marketing agreement of the Burley Tobacco Growers' Cooperative 
Association are representative of such provisions: 

18. (a) “Inasmuch as the remedy at law would be 
inadequate; and inasmuch as it is now and ever will be 
impracticable and extremely difficult to determine the 
actual damage resulting to the association should the 
grower fail so to sell and deliver all of his tobacco, the 
grower hereby agrees to pay to the association for all 
tobacco delivered, consigned, or marketed or withheld by 
or for him, other than in accordance with the terms hereof, 
the sum of five cents per pound as liquidated damages, 
averaged for all types and grades of tobacco, for the breach 
of this contract; all parties agreeing that this contract- 
is one of a series dependent for its true value upon the 
adherence of each and all of the growers to each and all 
of the said contracts. 

(b) “ The grower agrees that in the event of a breach 
or threatened breach by him of any provision regarding 
delivery of tobacco, the association shall be entitled to an 
injunction to prevent breach or further breach thereof and 
to a decree for specific performance hereof; and the 
parties agree that this is a contract for the purchase and 
sale of personal property under special circumstances and 
conditions, and that the buyer cannot go to the open 
markets and buy tobacco and replace any which the grower 
may fail to deliver. 

(c) “ If the association brings any action whatsoever 
by reason of a breach or threatened breach hereof, the 
grower agrees to pay to the association all costs of court, 
costs for bond and otherwise, expenses of travel and all 
expenses arising out of or caused by the litigation and 
any reasonable attorney's fee expended or incurred by it 
in such proceedings; and all such costs and expenses shall 
be included in the judgment and shall be entitled to the 
benefit of any lien securing any judgment hereunder.” 
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Tt will be noted from the preceding quotation that specific liqui- 
dated damages are mentioned, that is, five cents per pound of 
tobacco which he fails to deliver to the association. 

Another plan used by some organizations which is of interest 
in considering liquidated damages is that of requiring each member 
to give to the association a negotiable, demand note which will be 
available for use in case it becomes necessary to collect damages 
on account of breach of contract. This note is also available to 
the association for use as collateral security in obtaining loans for 
its operations . 2 

QUESTIONS 

1. Discuss the use of membership contracts. 

2. What are the principal objects sought in the use of contracts? 

3. Discuss the length of time of contracts. 

4. Discuss the use of contract features in the by-laws. 

5. What are combined organization and marketing agreements? 

6. Discuss the form of membership coutracts. 

7. How may an organization suffer from breach of contract? 

8. What are liquidated damages ? 

9. Discuss injunctions to stop breach of contract and decrees for specific 

performance. 

*U. 8. D. A. Bulletin No. J “Cooperative Organization By-laws/' 
C. E. Bassett and 0. B. Jesness. 
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FORMS OF ORGANIZATION: FINANCING 

Cooperative marketing organizations, classified on the basis 
of form of organization, can be divided into two general groups, 
one consisting of the organizations formed with capital stock and 
the other those formed on the 11011-stock plan. The ordinary busi- 
ness corporation is usually formed with capital stock and this has 
been the popular one with farmers* organizations, but in recent 
years, the 11011-stock plan of organization has received much more 
attention than formerly. 

The Capital Stock Form. — Membership in cooperative organ- 
izations formed with capital stock is represented by the ownership 
of one or more shares of capital stock. Shares of capital stock are 
sold to the members in order to obtain capital needed in the business. 
The capital stock form has tyeen in especial favor with organizations 
which require considerable capital as the members have been more 
ready to subscribe and pay for shares of stock than to supply 
the capital needed by paying membership fees or in other ways. 
Farmers* grain elevator companies, cooperative creameries, and 
cooperative cheese factories are usually formed with capital stock. 
The same is true in case of some of the fruit and vegetable market- 
ing organizations. Cooperative stores and cooperative milk plants 
also usually have capital stock. 

The differences between the cooperative organization and the 
general business corporation have already been mentioned. (Chap. 
1 .) The latter frequently has a large proportion of its capital stock 
held by one individual or a small group. The shares of stock of 
a cooperative organization are usually distributed more uniformly 
among the stockholders, and are owned mainly by persons who do 
business through the organization. The ordinary business company 
grants the shareholder a vote for each share of stock and apportions 
profits available for distribution, on the basis of stockholdings. The 
cooperative capital stock organization customarily gives the inem- 
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bers equal voting power, disregarding the amount of stock each 
owns, and also limits the dividends on capital stock to a rate which 
gives the member a reasonable interest return on the money which 
he has in the business. 

Transfer of Stock . — Unlike the usual practice of other business 
companies; many cooperative organizations formed with capital 
stock restrict the transfer of shares of its stock with the view 
of preventing persons not in entire harmony with the purpose 
of the organization from gaining admittance. Such restrictions 
are by no means universal, nor is their effectiveness always the same 
as it is a matter which largely depends upon the provisions of state 
law and in states which do not specifically provide for such restric- 
tions, they are sometimes impossible of enforcement. Some organ- 
izations control this matter by means of by-law provisions limiting 
the transfer of shares of stock and print these restrictions on the 
face of the stock certificates and may require the member to sign 
an agreement to abide by them. One common restriction is that 
the member desiring to dispose of his stock must first offer it 
to the organization, but if the organization is unable to buy the 
shares so offered or find a purchaser within a reasonable time, the 
member is free to dispose of them to such buyers as he may locate. 

The Non-stock Form. — During recent years there has been 
an increasing interest in the non-stock form of organization for 
cooperative associations engaged in activities for which this form 
is suited. There are still some to whom the term “ non-stock ” 
appears to be confusing, as they ask, “ How can a business organ- 
ization operate without capital ? ” The obvious answer is that an 
organization can have capital without having capital stock. One 
organization may obtain its initial capital by requiring each member 
to purchase a hundred-dollar share of stock; another organization 
may do so by requiring each member to pay a membership fee of 
one hundred dollars. It is probably true that it is easier to obtain 
capital by the sale of shares of stock than through membership fees 
or similar means as most persons are better acquainted with the 
capital stock plan and seem to feel that a stock certificate is more 
representative of tangible assets than is a membership certificate. 
The non-stock plan is therefore especially adapted to organizations 
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whose requirements for initial capital are not large. Livestock 
shipping associations belong in this class and commonly are organ- 
ized without capital stock. Many fruit and vegetable associations 
are formed on the non-stock plan. Some milk marketing associa- 
tions are organized without capital stock. Some marketing associa- 
tions recently established among cotton, tobacco, and grain growers 
follow' the non-stock plan. As the non-stock form becomes better 
known the difficulties of using this form will grow less. 

The control over the make-up of the membership of an organiza- 
tion is greater in most non-stock organizations than is the case 
with the usual capital stock organization. Membership usually can 
be made non-transferable or transfer restrictions can be imposed 
w r ith better results than in capital stock organizations. The mere 
existence of capital stock in an organization is regarded by some 
as a temptation for the organization, to lose some of its coopera- 
tive features. While it is latent in many organizations there are 
others in which this is a live issue. A non-stock organization has 
no capital stock on which to pay dividends, consequently no move- 
ment can arise w r ithin the organization designed to change it into 
a profit-making venture which will have for its goal the payment 
of dividends on capital stock. 

The Clayton amendment to the United States anti-trust law’s, 
passed in 1914, contains a brief section making reference to farmers' 
associations established on the non-stock, non-profit plan, and this 
legislation has served to increase greatly the interest in organiza- 
tions of this type. This legislation is discussed in Chapter XIX. 

Types of Central Organizations. — The formation of large 
organizations which have for their purpose the handling of business 
from many localities has brought into the foreground two distinct 
forms, or plans, used in these developments. (1) One class is 
made up of those organizations w r hich are federations of definitely 
organized associations; (2) the other class consists of organizations 
the membership of w'hich consists of individual farmers. The Cali- 
fornia Fruit Growlers’ Exchange which is a federation of a number 
of district exchanges, each of which is a federation of definite local 
associations made up of individual growers, is a well-known example 
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of the federated type. (Fig. 57.) The Oklahoma Cotton Growers* 
Association, the Burley Tobacco Growers* Cooperative Marketing 
Association, and the Equity Grain Exchange are examples of the 
other class. In these organizations the growers become members 
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of the central association and any agreements relating to the mar- 
keting of the member*s crop are entered into between the central 
association and the grower. Organizations of the latter class fre- 
quently have the membership grouped into informal units for the 
election of directors and other purposes, hut these units are not 
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definitely incorporated bodies and their organization and control 
is handled mainly from the central office, although a local board 
may be created for advisory purposes. 

The Arguments . — There are arguments brought forward by the 
advocates of these two types, trying to prove that one is superior 
to the other. Marketing problems for different sections and dif- 
ferent crops differ so greatly that the local conditions should always 
be given careful thought in considering questions such as this. The 
strongest argument in favor of having the members belong directly 
to the central body, instead of creating a federation of local organ- 
izations, is that this results in the centralization of authority and 
control in the central office so that the affairs can be conducted 
in an efficient manner. Under the federation plan, questions which 
are strictly local are handled by the local organization. In many 
other questions affecting the interests of the local members, their 
local organization is an effective representative of their interests. 
The local organizations can provide their own packing houses or 
whatever facilities are needed ; can supervise the handling, delivery, 
and loading of the products, under the direction of the central ; 
can advise with the central in matters relating to the sale of their 
shipments, and in other ways serve the interests of their members. 

Centralized Control . — Some situations require a highly central- 
ized control; others can leave much of the control in the hands 
of the locals. Two points of fundamental importance must he 
remembered. One is that no cooperative organization, large or 
small, can continue to function without the active support of the 
members; the other is that in large organizations there must he 
sufficient work and control delegated to the central body to enable 
it to function or else it soon will be abolished as being useless. 
Highly centralized control which neglects to keep the rank and file 
of the members informed regarding what is being done and neglects 
to take the members into confidence and to seek their views, is 
likely to be short-lived. Since definitely organized locals furnish 
machinery for forming and maintaining such contacts, the feder- 
ated type appears more desirable from many angles, especially 
where the locals delegate sufficient power to the central body to 
make it a real factor in the sale of the products of their members. 
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Providing Permanent Capital. — Most organizations require 
something in the way of buildings or other equipment and must 
provide means of financing for this purpose as well as to provide 
operating capital. Farmers’ elevator companies need grain elevators; 
cooperative creameries and cheese factories must have manufac- 
turing equipment and buildings to house it; fruit and vegetable 
marketing associations have to have packing houses or warehouses 
in order to handle the products of their members properly, and the 
same is true with most other classes of business. Livestock shipping 
associations and simple buying associations which do no warehous- 
ing need very little equipment. 

Capital stock organizations obtain their money for this purpose 
by selling shares of stock. Non-stock organizations charge member- 
ship fees sufficient to provide the necessary capital, borrow money 
from the membership or outside for this purpose, or resort to other 
means. One plan followed by some non-stock marketing associa- 
tions is to organize a separate capital stock corporation which will 
provide warehouses or other necessary facilities. Some of these 
subsidiary organizations have both common and preferred stock, 
the former being taken by the marketing association or its mem- 
bers, and the latter being sold to anyone interested. Under this 
arrangement the preferred stock may be subject to retirement and 
a fund for this purpose may be created by means of deductions 
from the returns received for products sold. 

Borrowed Capital . — Some organizations have borrowed the 
money needed to erect or purchase buildings and provide equip- 
ment and have repaid the loans by means of deductions from the 
amount received for the products. Such loans are secured by notes 
of members or, in some instances, especially true in case of some 
of the early cooperative creameries, the members have signed a 
joint note. There are objections to borrowing all or a large part 
of the capital needed for this purpose from outsiders. For one 
thing, such a procedure may indicate that the members lack suffi- 
cient interest to provide the capital themselves. Another objection 
in case failure should result, is that many persons pay notes which 
they have given as security with much less grace than they lose 
money which they have put into a venture in the form of cash. 
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The plan of having the members of a non-stock association lend 
money to the organization is followed in some instances. Each 
member may lend the organization a certain amount based on the 
business which he expects to do through the organization so that 
the members will provide capital in proportion to the use they will 
make of the organization. Certificates of interest or certificates 
of indebtedness may be issued to the members in return for such 
loans. These certificates are retired in due course by creating a 
fund for this purpose. Under this plan, an organization which 
obtains loans from its members with the understanding that these 
loans are to be repaid during a five-year period, will deduct a 
sufficient amount from the proceeds of the sale of products to retire 
one-fifth of the original loans each year. Other certificates can be 
issued covering the amount paid by each member in this manner 
for the retirement of the loans and these in turn can be retired 
five years later, and so on. If the basis is five years, one-fifth of 
the original loans are retired the first year and new certificates 
are issued to the members in proportion to the deductions made 
from the returns of each. At the end of the sixth year the certifi- 
cates issued at the end of the first will be taken up and those of 
the second year will be taken at the end of the seventh. A member 
who retires from farming or moves away will have his financial 
interest gradually taken up while ne\v patrons in the same way 
will gradually acquire an interest in the business. This is advan- 
tageous as the membership of an association following this plan 
is made up of those w r ho use its facilities. Another good feature 
of the plan is that the members furnish capital in accordance with 
the use which they make of the organization. 

Operating Capital. — The amount of ready cash which an 
organization needs varies greatly with the kind of business in which 
it is engaged. A marketing organization such as a grain elevator 
which follows the plan of buying the members’ product and paying 
cash at the time of delivery needs more working capital than an 
organization such as a cooperative creamery which follows the plan 
of selling the product before payment is made to the patrons. 
Organizations which do not buy the products outright for cash 
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at the time of delivery in some instances need money in order to 
make advances to the members on the products which they have 
turned over to the association. This is especially true with organ- 
izations which warehouse or store the product for some time before 
selling it. 

Buying for Cash. — (Grain elevator companies and other organ- 
izations following similar plans often have to borrow money in 
order to pay cash for the product on delivery .j Such loans may be 
obtained from local banks or other institutions or individuals. 
Some elevators have obtained loans of this character from grain 
commission men in central markets. One objection which has been 
made to the last method is that it limits the elevator in the choice 
of a market as a commission firm lending money in this way 
naturally wants the company to ship the grain to it. Not all 
organizations have the standing necessary to obtain loans without, 
outside security and the credit of the directors or other influential 
members has been used in many instances. This is not fair to 
these men as they are required to underwrite a loan which is for 
the benefit of all the members and which each one, on that account, 
ought to help carry. Individual notes of all the members are some- 
times used in order to avoid this injustice, but it is not unnatural 
that the banker or other person lending the money prefers to 
have the notes of a few persons of financial responsibility than 
the notes of a large number of persons of varying standing. 

Holding Products — Organizations which hold products in 
storage find loans on warehouse receipts helpful in making advances 
to the members.^ Some organizations handling non-perishable 
products which may be warehoused have found it advisable to take 
title to the products so that the warehouse receipts can be issued 
directly to the association in place of the individual member. 
Mention has previously been made of a plan of having a subsidiary 
warehousing corporation in conjunction with a marketing associa- 
tion (p. 118). This arrangement facilitates the handling of 
warehouse receipts. A marketing association storing products in 
its own warehouse would either have to issue warehouse receipts 
to itself or else to the individual grower. Those who lend money 
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on the basis of warehouse receipts as collateral naturally do not 
look with favor on receipts issued by an organization to itself for 
products which it controls. Issuing negotiable receipts to the 
individual members has the disadvantage of taking the control of 
the selling of the product largely out of the hands of the associa- 
tion. The separate warehouse corporation stores the product for 
the association and issues warehouse receipts to it and the associa- 
tion uses these receipts as collateral security in obtaining loans 
which may be used in making advances to the individual members 
on products which they have delivered. 

The wheat growers* associations in the Pacific Northwest have 
laid plans for the issuance of so-called “ Wheat Gold Bonds.” The 
plan, in brief, provides for the sale of seven per cent bonds through 
a trust company acting as a trustee. The association is to deposit 
wheat receipts sufficient in amount “ to provide one dollar’s worth 
of wheat at current, market values for each seventy-five cents of 
bonds issued, and whenever wheat declines the association agrees 
to place with the trustee, additional warehouse receipts so that the 
market value of the collateral will be maintained at the ratio above 
stated.” 1 The plan trails for the issuance of these bonds in denom- 
inations of $100, $500, and $1,000 so that they will be available 
for purchase by small investors. This method of financing has not 
been developed to any great extent. 

Many associations make provisions for the creation of surplus 
funds which may he employed as operating capital. Such funds 
are created by the deduction of a certain amount from the proceeds 
of the sale of products for this purpose. Some organizations which 
operate in such a way that they have profits or earnings at the end 
of the year set aside part or all of such profits for this purpose. 
That the creation of these surplus funds is regarded as highly 
desirable by many is indicated by the provisions found in many 
state cooperative laws either requiring or suggesting that a certain 
proportion of any surplus resulting from the operation of an 
association be set aside in order to create a surplus fund. 


1 From descriptive circular. 
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War Finance Corporation. — The act providing for loans by 
the War Finance Corporation in the interest of agriculture during 
the year ending June 30, 1922, authorized the War Finance Cor- 
poration to make loans directly to cooperative marketing associa- 
tions as well as to banks which had made loans for agricultural 
purposes. A number of the larger cooperative marketing associa- 
tions have obtained loans from the War Finance Corporation under 
this provision. These loans have been made on the basis of products 
stored in warehouses so this method of financing has been useful 
to organizations which handle non-perishable commodities. It has 
enabled such organizations to make a'd vances to their members on 
products which they have delivered to the association, but which 
were not sold immediately. A large organization may require con- 
siderable capital for such a purpose and the War Finance Cor- 
poration plan has furnished a convenient method of obtaining the 
necessary funds. The act providing for this plan was intended 
merely as temporary relief during the period of severe agricultural 
depression consequently it does not oiler a permanent method of 
financing. Further credit legislation has since been enacted for 
this purpose. The plan aided many organizations during a difficult 
period, not only by direct loans but also in paving the way for the 
financing of these enterprises by private initiative. Some steps have 
been taken to establish finance corporations by the farmers them- 
selves or their organizations in order to aid in the financing of 
cooperative marketing and the future will likely bring additional 
developments along this line. 

Agricultural Credit Legislation. — The condition of agriculture 
following the World War led to a great deal of agitation for addi- 
tional credit facilities designed especially for the requirements of 
the farming industry. During the winter of 1922-1923 several bills 
were introduced in Congress which had for their aim the bringing 
about of improvements in the credit system for agriculture. Con- 
siderable pressure was brought for the enactment of such legislation. 
The result was that during the closing days of the session of 
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THE UNITED STATES WAREHOUSE ACT 

Congress a composite bill containing features of several different 
bills was enacted into law. 

This law provides for two separate agencies. One of these con- 
sists of intermediate credit departments established as a part of 
the twelve farm loan banks which already were in operation for 
long-time credit to farmers./ The Government supplies the initial 
capital for these departments and additional capital is obtained 
through the sale of bonds. /The other agency provided for is the 
organization of agricultural credit corporations with a capitaliza- 
tion of not less than $250,000, to be supplied by private interests./ 
Tt is believed that this legislation will make it easier for the large 
scale cooperative marketing organizations, handling staple com- 
modities, to finance their operations, especially in the making of 
advances to members on products which they have delivered and 
in enabling them to dispose of their products in accord with the 
needs of the market. The act extended the life of the War Finance 
Corporation until February 29, 1924. 

The United States Warehouse Act. — The United States 
Warehouse act was passed by Congress in 1916 for the purpose of 
facilitating the financing of certain agricultural products while 
in storage. This legislation is of interest in connection with the 
financing of cooperative marketing organizations as many organiza- 
tions are availing themselves of its provisions. The licensing 
of warehouses as well as of inspectors, graders and weighers is 
provided for in the act. Its enforcement is lodged with the Secre- 
tary of Agriculture who has supervision over the warehouses 
licensed. The warehouse man is bonded and this feature together 
with the supervision of the Department of Agriculture adds to 
the value of the warehouse receipts issued by licensed warehouses, 
when used as collateral in obtaining loans. 

The Warehouse act is advantageous to many cooperative mar- 
keting organizations handling the products to which it pertains. 
Warehouse receipts supply security for lending money which may 
be used in making advances to the growers who have delivered 
products to the organization. 
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The legislation is permissive in nature. That is, warehouses 
are not required to become licensed under the act, but may be if 
they so desire and meet the requirements of the act and the 
regulations thereunder. 


QUESTIONS 

1. What two general groups of cooperative organizations are there, viewed 

from the form of organization employed? 

2. Discuss the capital stock form and show its advantages and disadvan- 

tages for cooperative organizations. 

3. Discuss the non-stock form. 

4. Discuss the types of central organizations, showing advantages of each. 

5. Discuss ways of providing permanent capital. 

C. Discuss ways of providing operating capital. 

7. How has the War Finance Corporation helped marketing organizations? 

8. How does the U. S. warehouse act aid in financing cooperative uurKeung ? 



CHAPTER XVII 


ORGANIZING COOPERATIVE MARKETING 
ASSOCIATIONS 

Tiie work of organizing cooperative marketing associations is 
a field which merits careful attention. The organization of coop- 
erative marketing associations differs from that of organizing many 
ordinary business corporations. Many of the latter are made up 
of only a few individuals and even though there is a considerable 
number of stockholders, one or a few stockholders frequently fur- 
nish a large share of the capital. Investors are attracted and become 
stockholders with the hope of making profits on their investments. 
A true cooperative enterprise is formed to render a service and 
members cannot be sought on the basis of large profits which the 
organization might make for itself. Where one or a few persons 
adopt the corporate form of organization for carrying on some 
business enterprise they will first carefully survey the situation to 
guage its possibilities. No careful investor acquires stock in a 
business organization without considering what the future is likely 
to have in store for that particular enterprise. Farmers undertaking 
the establishment of cooperative marketing organizations should 
follow the same plan. Unfortunately, however, the farmer as well 
as the man who has money to invest does not always subject the 
proposition to a dispassionate analysis. 

Survey of the Situation. — Well-managed business concerns 
consider all angles of the situation before launching a new enter- 
prise. If it is a question of locating a manufacturing plant, atten- 
tion will be given to such factors as financing, sources of raw 
materials, transportation facilities and rates, sites available, power, 
labor, and distance to principal outlets. The matter of locations 
for new retail stores is frequently studied very carefully to arrive 
at the trade available, the number and class of people pasvsiug points 
under consideration, competition, future development, direction of 
growth of city, and similar factors of vital importance. 
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Similar surveys of local conditions prior to the establishment 
of cooperative marketing associations serve to assemble facts which 
are of vital importance to those undertaking their organization. 
Were surveys of the local situation always made before the launch- 
ing of cooperative marketing associations, the number of failures 
would be materially reduced. 

A survey of this character in a region where cooperative mar- 
keting is under consideration should seek to supply reliable infor- 
mation on pertinent points, such as the following: 

(1) Existing Marketing Methods and Facilities. — Are these 
methods satisfactory in the quality of service and results obtained 
Is there room for improvement and can improvements needed be 
brought about by a cooperative marketing association? 

(2) Need Felt for Cooperative Marketing. — Do the farmers 
feel a real need for cooperative marketing? Are they vitally inter- 
ested in it? Is their attitude favorable? Are they interested in 
cooperative marketing as a result of misguided enthusiasm? Or, 
is their interest based on an understanding of the real possibilities 
of cooperative marketing? 

(3) Amount of Business Available. — Is there sufficient business 
to support an organization ? What proportion of the business is 
available to an organization ? What are the prospects for the future ? 

(4) Capital and Financing. — What equipment will be needed? 
What will it cost? How will money be obtained? How much 
operating capital is needed ? llow may this be obtained ? 

(5) Local Leadership. — Are there natural leaders among the 
farmers interested? Will these leaders take part? Have they the 
necessary ability ? What is the attitude of local bankers and others ? 

(6) Results Possible. — What are reasonable expectations of 
savings possible? What direct effect on prices is possible? What 
indirect effects through better grading, higher quality and im- 
proved distribution are probable? 

It is not to be expected that all of these questions can be 
answered in minute detail in advance, but they suggest a number 
of points which are worthy of careful consideration and analysis 
when a cooperative marketing organization is being considered. 
With a correct analysis of such details before them, farmers will 
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not make the mistake of starting an organization for which there 
is no business available or for which there appears to he no special 
need. Farmers have made such mistakes in the absence of accurate 
information on the local situation. While enthusiasm is an essen- 
tial asset in organizing it is highly desirable that it be based upon 
accurate and detailed information. 

The survey of conditions in case of a central organization cover- 
ing a large territory offers different problems from that of strictly 
local enterprises, but the same principles are involved. Methods of 
marketing in central markets are frequently involved. Questions 
relating to providing operating capital are often more pressing 
in case of a central organization. A greater variety of local con- 
ditions will be found in the larger territory although the effect 
of some purely local conditions may not be as great as in the case 
of local endeavors. 

Meetings. — The leaders in an organization movement often 
can supply much of the information needed from their acquaintance 
with the local situation. Meetings of the farmers interested can 
serve the purpose of assembling other desirable data as well as 
crystallizing the views of those who are interested in the proposed 
organization. Meetings, preliminary to the adoption of a specific 
plan and the creation of an organization, are necessary in most 
instances and the importance of such meetings should not be 
minimized. By getting together in this fashion, not only can plans 
suited to the peculiar requirements of that particular situation be 
worked out but the farmers can gain a good acquaintance with 
the details of the plans proposed and their possibilities. 

The manner in which the preliminary meetings are conducted 
may have much to do with the success of the movement. If these 
meetings suffer from lack of leadership and from indefiniteness 
of discussion, the interest may die out and the proposition may 
be abandoned. If, on the other hand, the individuals who take 
charge of the meetiugs do their part and guide the discussions 
along proper lines, interest may not only be maintained but addi- 
tional interest may be created. Although meetings of this sort 
usually are decidedly informal, it frequently is helpful if definite 
records or minutes are kept in order that a specific program may 
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more easily be adhered to. If members of committees know that 
record is kept of their appointment and that calls will be made upon 
them at future meetings for reports on specific subjects, they are 
likely to take their duties more seriously than if they do not anti- 
cipate that any definite reports will be expected. 

Committees of leading farmers may be selected at prelimi- 
nary meetings to carry out certain lines of work. One committee 
may be called upon to survey the local situation. Another com- 
mittee may have for its work the stimulation of interest. Commit- 
tees to visit and report upon similar undertakings at other points 
are valuable aids. If organization is decided upon, a committee 
to formulate a specific plan, including by-laws, contracts and other 
forms, should be appointed. 

Suggestions obtained from marketing organizations in other 
localities are helpful to those interested in organizing for marketing. 
The more specific the ideas thus obtained are, the more useful they 
are to those interested in organizing. Mere glittering generalities 
regarding the results which are claimed to have been secured by 
farmers in some distant part of the country offer very little of 
service as guides. Distance frequently lends enchantment to such 
statements. The writer has been in attendance at meetings of cotton 
growers where general statements were made regarding the results 
obtained in cooperative grain marketing in the North and has also 
been present at meetings of the northern grain growers in which 
similar claims were made regarding the progress among cotton 
growers in the South. 

Large numbers of successful cooperative marketing enterprises 
are available guides for new organizations and the examples fur- 
nished by the experiences and the results of such associations can 
be put to good use. Local conditions and differences in the methods 
of handling and marketing different commodities must, of course, 
be considered so that the suggestions obtained may be used in 
the light of the requirements of each particular situation. A plan 
of organization which has proved to be very satisfactory for a 
product such as milk in one area may be entirely unsuited to 
another district where conditions are materially different. The plan 
of organization and method of operation of an organization hand- 
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ling a highly perishable product may not be at all suitable for 
adoption by an organization handling a non-perishable product. 
An organization formed to market a staple product which is 
grown extensively in many states may differ materially from one 
suitable for the marketing of a product produced in only a limited 
area. Provisions of the law under which incorporation of the 
organization is to be effected must be borne in mind in formulating 
plans based upon those in use in some other section. As is pointed 
out more fully in Chapter XVIII, the provisions of the laws of 
various states providing for the incorporation of cooperative mar- 
keting associations differ materially, and the plan of organization 
must be so drawn that it will harmonize with the provisions of the 
particular law under which the organization will be incorporated. 

The preparation of by-laws is a matter deserving of very 
careful attention because the by-laws should constitute something 
more than merely a matter of form. Many features of the organ- 
ization plan are set forth in a complete form of by-laws, including 
such important matters as membership qualifications; the purpose 
of the organization; the management, including the directors, 
officers and business manager; how they are selected and what their 
duties are; the method of financing; how the expenses of operation 
are to be met; how any earnings or savings are to be handled; 
and many other equally important provisions. Cooperative laws 
frequently leave many features of an organization to be covered 
by appropriate by-law provisions and these features will not be 
properly taken care of unless the by-laws are formulated with care. 

The committee on by-laws will find available for their refer- 
ence and guidance, various suggested by-laws and can also obtain 
helpful suggestions from the plans of similar organizations at 
other points. There are certain legal phases which may arise for 
the handling of which the assistance of competent legal counsel 
is desirable. When the committee on by-laws has completed its 
work, it makes its report at a meeting of the interested farmers 
and at this meeting, it is highly desirable that the by-laws be 
considered section by section in order that those present may gain 
a clear idea of their contents and so that any changes which may 
appear advisable may be made. Organizations which intend to 

14 
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incorporate under state law often adopt by-laws prior to ineorpora' 
tion even though these must be adopted after incorporation has 
been completed in order to make them of legal effect. The pre- 
liminary adoption of by-laws furnishes a way of deciding on the 
details of the plan of organization and the adoption after incor- 
poration may be merely a formal adoption of the by-laws pre- 
viously ratified. 

Completing the Organization. — A later chapter discusses the 
desirability of incorporation of cooperative associations and the 
method to he followed. A business-like procedure in completing 
the formal organization should he followed in order that every 
essential step may be taken and adequate record made of it. Coop- 
erative marketing associations should have a record book, or book 
of minutes, in which may he set down the record of business meet- 
ings. The minutes of the first, meeting of the members of an 
incorporated organization are es}>ecially important as they should 
include important records of the formal establishment of the cor- 
poration. A sample form of minutes is given below. (From 
Bulletin No. 8fi0, U. S. Department of Agriculture, “ The Organ- 
ization of Cooperative Grain Elevator Companies,” p. 34.) 


,1/mu fes of Members' First Meeting 

Pursuant to a written call and waiver of notice signed by all of the 
incorporators, the first meeting of the stockholders and members of (The 

Grain Growers’ Cooperative Association) was held at (here 

state time and place of meeting). 

Meeting was called to order by and on motion by 

— , was elected chairman, and 

was appointed secretary. 

The secretary presented and read the call and waiver of notice, pur- 
suant to which the meeting was held. On motion it was ordered to be 
entered in the Book of Minutes following these minutes: 

The following persons were present: (Names of those present at the 

first meeting). 

The chairman presented a certified copy of the Certificate of Incorpora- 
tion (or Charter, as the case inay be) and slated that the original had been 
(here state time and place of filing or other procedure). On motion it was 
ordered that same be entered on the first pages of the Book of Minutes. 

The secretary presented a form of by laws prepared and recommended 
by (committee or counsel), which was read article by article, and as a 
whole, unanimously adopted and ordered to be entered in the book of 
Minutes immediately following the (Certificate of Incorporation or Charter). 

Next was conducted the election of (seven) directors as provided for 
in the By-laws, Messrs. and being first 
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duly appointed inspectors of election. All the stockholders having voted 
by ballot cast in person, the inspectors reported results as follows: 


For Director 


Name 

Vote* 

1 

Name 

Vote* 






i 

! 


| 

| 









The above-named persons were thereupon declared to be duly elected 
directors of the association. 

On motion duly made and seconded, the following resolutions were 
unanimously adopted: (Any special actions taken). 

There being no further business the meeting was declared adjourned. 


Chairman. Secretary. 

In pursuance of the preceding minutes, the following forms are entered 
in the Book of Minutes: (Call of meeting, Certificate of Incorporation, 

By-laws, etc. ) . 

Secretary. 

Organizing Large Associations. — The formation of coopera- 
tive marketing associations covering a considerable area and includ- 
ing a large number of growers, present organization problems the 
solution of which must be worked out on a larger scale than for 
small organizations in a single locality. The prospective members 
cannot be gotten together in a meeting at one point, consequently 
arrangements must be made for a series of meetings. In small 
organizations, the interested farmers are personally acquainted with 
each other and with those who are taking the lead in developing 
the enterprise. In the larger organizations, many farmers know 
only a small proportion of the other farmers concerned and may not 
be personally acquainted with any of the leaders in the movement. 

The establishment of some of the larger organizations has 
brought organization “drives” into considerable prominence. 
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Volunteers or paid solicitors are sent to the local communities to 
hold meetings and to engage in a farm-to-farm canvass, seeking 
to obtain members for the organization. Sometimes these u drives ” 
include representatives of business interests other than farming, 
such men, recognizing the importance of the movement, give of 
their time and energy to make it a success. One difficulty with 
some of these “ drives ” is that the solicitors frequently have a 
tendency to become over enthusiastic regarding the possibilities of 
the venture to the extent that they may promise too much in the 
way of results. This is a difficulty which is hard to eliminate since 
the solicitor, be he a volunteer or a paid employee, naturally is 
anxious to have a good record to show for his activities. Farmers 
who have been led to expect impossibilities in the way of results 
may not prove to be very loyal supporters when they find that they 
have been misled. Organizers should remember, and leaders should 
make every effort to impress upon the workers, that a statement 
of reasonable possibilities makes a much better basis than one which 
is exaggerated. While the extravagant claims may be a temporary 
help, this feature often is of less importance than generally thought 
because they sometimes create an effect which is entirely opposite 
from the one intended as they may create doubts regarding the 
truthfulness of other claims which are not exaggerated. 

One unfortunate feature of some organization campaigns is 
the bitter feeling aroused towards other interests by means of 
charges which may be based more or less on facts. Suspicion and 
prejudice are insecure bases for an organization at best, and an 
attempt to get results by appeals to such feelings is unjustified. 
The charges made are frequently very much exaggerated and some- 
times almost entirely without foundation. Organizers should have 
the proper conception of a cooperative marketing association. Such 
an organization is a business enterprise and it should be ap- 
proached from that angle and the facts brought out should be 
those showing what such an enterprise can reasonably hope to 
accomplish and how it will go about obtaining the desired results. 
One reason why it is difficult to eliminate this practice is that 
many speakers find that they can hold the attention of their audi- 
ences and draw applause from them more easily by resorting to 
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vitriolic denunciations of other interests. Too much of the talk 
is in the nature of generalities and too often specific recommenda- 
tions for the cure of real or imaginary wrongs are lacking. 

Organization Agencies. — Assistance is rendered in the organ- 
ization of cooperative marketing enterprises by various public and 
private agencies. Agricultural colleges, state agricultural depart- 
ments, and the U. S. Department of Agriculture supply informa- 
tion to farmers regarding cooperative marketing and advise with 
farmers in the establishment of marketing associations. County 
agricultural agents often assist farmers in connection with the 
organization of such enterprises. Various general farmers’ organ- 
izations such ks the Farmers’ Educational and Cooperative Union, 
Farm Bureau Federations and the like, take some part in organizing 
marketing associations. In addition there are private individuals 
or companies which undertake work of this nature and charge for 
their sendees. 


QUESTIONS 

1. Why docs the work of organizing marketing associations merit care- 

ful attention? 

2. Discuss the importance of a survey of conditions and what it 

should include. 

3. Discuss the importance and purpose of meetings in organizing coopera- 

tive marketing associations. 

4. IIow should meetings be conducted? 

5. Why are committees important and what work can they do? 

6. What points should be kept in mind in using plans obtained from 

other associations? 

7. Why are by-laws important? What provisions may they include? 

8. Discuss the form and contents of the minutes of the first meeting of 

the members. 

9. What problems arc involved in organizing large associations? 

10. Discuss organization “drives.” 

11. Discuss the use of exaggerations and appeals to prejudice in organizing. 

12. What organization agencies are available? 
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INCORPORATION: COOPERATIVE LAWS 

Organizations among farmers for marketing purposes are of 
three classes when considered from the standpoint of incorporation, 
namely, ( 1 ) cooperative associations incorporated under special 
cooperative laws or general laws sufficiently broad in scope to per- 
mit of the cooperative form; (2) ordinary corporations under gen- 
eral corporation laws; and (3) unincorporated associations and 
joint stock companies. These terms are used somewhat loosely 
with the result that they do not always convey a definite meaning. 
The term u joint stock company ” very frequently is used in refer- 
ring to farmers* organizations which instead of being cooperative 
are formed along the lines of the ordinary private corporation, 
while in reality it has reference to a type of unincorporated busi- 
ness organization formed with capital stock. 1 The term “ cor- 
poration ” is incorrectly used by a few persons as though it applied 
only to the ordinary business company while, as a matter of fact, 
an incorporated cooperative organization is as much of a corpora- 
tion as one which is not formed on the cooperative plan. 

Purpose and Importance of Incorporation. — The corporate 
form of business organization has been evolved as a safe method 
of employing the capital and business of a number of individuals 
in an enterprise. Partnerships are used for the same purpose, but, 
where a number of individuals are concerned, the corporation is 
more desirable from several standpoints, especially in the matter 
of limited liability of the members, the permanence of the enter- 
prise and its legal entity which permits it to sue or be sued, to 
enter into contracts, to hold property, and to exercise similar rights. 
The liability of the members of a corporation for its debts are 
usually definitely limited. In capital stock organizations, this 
liability is commonly restricted to the amount which remains unpaid 

1 See 77. 8. D. A. Bulletin 860, “Organization of Cooperative Grain 
Elevators,” pp. 2-3. Also Conyngton, Thomas, “ Corporate Organization 
and Management,” 1917, p. 013. 
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on stock of the member although there are exceptions to this rule 
in the case of one or two states, and for certain kinds of business 
such as banks, and in some cases, for certain classes of debts. Ordi- 
narily, the stockholder who has paid for his stock in full assumes 
no risk beyond that of possible loss of all or part of the money 
he has invested in this way. His risk is not limited in this way 
in an unincorporated association. 

The stockholders or members of a corporation may change from 
time to time by transfers of the stock or memberships without 
affecting the existence of the corporation, while a partnership is 
terminated by the withdrawal of one or more of the partners. This 
feature gives greater permanence and stability to the corporate 
form than to the partnership form. The unincorporated associa- 
tion is found in many instances among farmers’ marketing associa- 
tions, but usually this is in case of simpler lines of business in 
which an unlimited liability of members is not so dangerous and 
where it is not so important that the organization be a distinct 
legal entity. 

The corporation is based on specific authorization from the state. 
In the early days of the corporate form of organization, a charter 
was issued to a corporation by separate legislative act. Later, 
however, laws providing for the incorporation of corporations in 
accordance with the procedure set forth in such laws, were passed, 
making it possible for any number of corporations to be formed 
under the same act in place of attempting to legislate for each 
individual organization separately. All of the states have enatded 
laws providing for the incorporation of business corporations. 

Incorporation Procedure. — The method of incorporating varies 
with the requirements of the law under which incorporation is 
being effected. In a general way, the procedure is somewhat as 
follows. Articles of incorporation, or articles of association as 
they frequently are called, are drawn up in conformity with the 
provisions of the law. These articles usually include the name of 
the organization and its principal place of business; a statement 
of the purposes and objects of the organization ; something regard- 
ing its capitalization; the names of the incorporators and similar 
information called for by the law. These articles are acknowledged 
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by the signers before a notary public or other official and then are 
filed, usually with the secretary of state, and frequently filing with 
a county officer is also required. If the articles are approved and 
the required fees are paid, a charter is issued to the organization 
and it thereby becomes a corporation. Many states now have “ blue 
sky ” laws relating to the sale of stock. Persons forming coopera- 
tive associations should bear this in mind as it often has a bearing 
on the procedure to follow. 

Preparing Articles of Incorporation. — The necessary articles 
of incorporation should be drawn up with considerable care in 
order that no mistakes may be made in them. The matter of the 
objects and powers of the organization is worthy of special atten- 
tion. The charter issued to the organization will be based on the 
purposes and objects set forth in the articles of incorporation which 
are filed. If these powers do not cover all the activities necessary 
or desirable in carrying out the purposes of the organization, it 
may find that certain acts, although of unquestioned legality, will 
be ultra vires , that is, beyond the powers of the corporation, and 
it will have to obtain an amendment to its charter in order to 
remedy the oversight. This takes some time and usually there are 
fees to be paid in connection with the filing of amendments. On 
that account it is customary to make the powers broad in order 
that future activities may be adequately provided for without mak- 
ing it necessary to amend the articles. Blank forms of articles of 
incorporation are available in some states and these facilitate the 
preparation of articles of incorporation in suitable form. 

Following Provisions of the Law. — Since the form and con- 
tents of the articles of incorporation, the procedure of filing the 
articles and obtaining a charter, must be in harmony with the 
requirements of state law, complete information regarding the law 
selected should be obtained before steps are taken to incorporate. 
The help of a competent attorney is frequently of great importance. 
It is well to remember that many lawyers have had occasion to 
employ only the laws providing for the common business cor- 
poration and on that account it sometimes happens that farmers* 
organizations, acting upon the advice of a lawyer, fail to take 
advantage of the cooperative law on the statute books of their state 
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and lose some of the cooperative features in order to meet the 
requirements of a law designed for the non-cooperative type. Well- 
informed lawyers may overlook the existence of special legislation 
of this type because they are so accustomed to prepare plans for 
ordinary corporations in accordance with the general corpora- 
tion laws. 

Cooperative Laws. — The laws of most states now include pro- 
visions for the incorporation of cooperative organizations. Many 
of these laws are of recent date, having been enacted only after 
the cooperative movement became so extensive as to create a suffi- 
cient demand for such legislation to bring about its enactment. 
The cooperative law of Wisconsin which was passed in 1911 has 
been regarded by some as the pioneer cooperative law. It appears, 
however, that some of the states had laws relating to this type of 
organization long before that time although most of the coopera- 
tive laws are of more recent date. 

Types of Cooperative Laws. — Cooperative laws may be 
roughly classified into two general groups; one group consisting 
of the laws which are very general in their provisions, and the 
other, of those which go into considerable detail as to the form 
of organization and manner of operation to bo followed by organ- 
izations incorporating thereunder. Classifying the laws with regard 
to whether they provide for organizations formed with capital stock 
or for non-stock organizations, three groups may be made. (1) 
Those laws which provide for capital stock organizations alone; 
(2) those which relate only to organizations formed without capital 
stock; and (3) those laws which combine provisions for organiza- 
tions of both types in the same act. 

Most of the earlier cooperative laws provided for organizations 
with capital stock although a few were intended for non-stock 
organizations. The last six or eight years have brought an increased 
interest in the non-stock type of organization for cooperative mar- 
keting and this interest has been reflected in the increasing number 
of states which have provided law's for such associations. During 
the last two or three years, several states have adopted laws in 
which were included provisions for organizations of both types. 

States Having Cooperative Laws. — Practically all of the 
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states have some form of cooperative law. More than forty states 
have laws for cooperative organizations with capital stock and over 
one-half have laws for cooperative non-stock organizations. Many 
states now have laws which have provisions for both types of organ- 
ization. The following states have one or more cooperative laws: 
Alabama, Arizona, Arkansas, California, Colorado, Connecticut, 
Florida, Georgia, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, 
Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota, 
Mississippi, Missouri, Montana, Nebraska, Nevada, New Jersey, 
New Mexico, New York, North Carolina, North Dakota, Ohio, 
Oklahoma, Oregon, Pennsylvania, South Carolina, South Dakota, 
Tennessee, Texas, Vermont, Virginia, Washington, West Virginia, 
Wisconsin, and Wyoming. 

Provisions of Cooperative Laws. — Cooperative laws usually 
provide rather specifically for the scope and purpose of organiza- 
tions which are permitted to incorporate thereunder. Most of the 
laws provide specifically the lines of business which may be taken 
up while some make provision for any lawful business. Practically 
all of the laws give the minimum number of persons required to 
incorporate an organization. A few laws which make no mention 
of this point provide for it in an indirect manner by including 
stipulations regarding the number of directors. Three or five per- 
sons are frequently the numbers indicated and in one or two laws 
the number is as high as twenty-five. 

The procedure to be followed in incorporating has already been 
mentioned. Cooperative laws usually outline the method in detail 
although in a few cases it is indicated that the method to be fol- 
lowed is the same as that provided by state law for general business 
corporations. The method of filing the articles of incorporation 
and the amount of the filing fees to be paid are usually indicated. 
The “ one-man-one-vote ” principle in cooperative enterprises is so 
well recognized that it is not surprising to find that this principle 
is provided for in most of the cooperative laws. Difficulty has been 
had in one or two states on this point because of provisions in 
the state constitution contrary to this feature. While voting by 
proxy is commonly permitted in ordinary corporations, cooperative 
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organizations often regard this as an evasion of the limited vote 
principle and some of the laws forbid proxy voting. Voting by 
mail by means of a written ballot on specific questions is permitted 
in some states. With the advent of large organizations whose mem- 
bership is distributed over considerable territory, has arisen a need 
for voting by delegates or representatives of local districts or units. 

Provisions are included in the cooperative laws relating to 
capital stock and membership fees, depending upon whether the act 
relates to capital or non-stock organizations or both. Among pro- 
visions frequently found are those relating to the amount of capital 
stock, par value of shares, when stock may be issued, restrictions 
on the number of shares or amount of capital stock one member 
may own, and restrictions on the transfer of shares. The last pro- 
visions are intended as additional safeguards against one member 
or a small group gaining control. In connection with the creation 
of federations of local organizations, it is necessary for one organ- 
ization to have the right to own stock or be a member in another 
organization and this is permitted by some of the cooperative laws. 
Some laws make specific provision for subsidiary organizations. 

These law's commonly have provisions regarding the manage- 
ment of organizations, including the number of directors and 
officers and how they are elected. Occasionally, specific provisions 
relating to the recall of directors and officers arc included. The 
laws usually make some reference to by-laws, their adoption and 
what they may contain. Many points are left for the organizations 
to cover in their by-laws. 

Funds . — The manner of handling any profits or surplus avail- 
able for distribution is another distinguishing feature of coopera- 
tive organizations and provisions relating to this point are found 
in cooperative laws. These provisions vary from very general ones 
which leave the method to the discretion of the organization, to 
the specific type which sets forth in detail the manner of distribu- 
tion. In a number of the laws which go into detail, the provisions 
are largely suggestive in nature since they may be altered by an 
organization which desires a different plan. Mention is frequently 
made in cooperative laws regarding the setting aside of a certain 
percentage of the net earnings in a reserve fund. 
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The creation of an educational fund by setting aside a certain 
percentage for this purpose is sometimes provided for, the idea 
being that this fund will be used in educational work relating 
to cooperation. 

The emphasis which has been recently placed on the non-stock, 
non-profit type of cooperative marketing organizations has brought 
the enactment of cooperative laws in which mention of any dis- 
tribution of profits would be out of place, since it is not contem- 
plated that an organization formed thereunder shall obtain any 
profits for itself. The plan contemplated by such laws is that if 
the charges for services rendered provide a greater amount than 
what is needed to pay expenses and provide reserves, it will he 
apportioned among the patrons in accordance with the amount of 
business which the association has handled for each. 

Cooperative laws for other than non-profit organizations also 
provide specifically for the payment of dividends on patronage or 
permit the organization to adopt such a plan. Several laws suggest 
the payments of patronage dividends to non-member patrons at 
one-half the rate paid to members. Strictly non-profit organiza- 
tions which do business with both members and non-members, of 
course, must treat all patrons on the same basis. On that account, 
some of the laws for non-profit associations provide that only busi- 
ness of members shall be handled. 

Many Other Provisions . — Some of the laws contain provisions 
regarding the dissolution of organizations incorporated thereunder. 
Frequently, a method which may be followed by existing coopera- 
tive organizations in becoming incorporated under the law is sug- 
gested. The common method is to require the filing of a sworn 
statement showing that the members of the organization have indi- 
cated by a majority vote a desire to become incorporated under 
the act. Another provision often found in cooperative laws requires 
the organization to make annual reports of their business to some 
state official or institution. Not all of the laws give specific author- 
ity for one organization to become a member of another organiza- 
tion, but this is provided for in a number of the more recent laws 
since the development of central organizations and federations has 
become more common. The increasing use of members’ contracts 
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and liquidated damage clauses, in order to make such agreements 
enforceable, has resulted in specific provisions being included in 
many ot’ the more recent laws relating to these matters. The word 
“ cooperative ” has sometimes been used as part of the name of 
concerns which themselves are not cooperative and this has led 
to the inclusion in some cooperative laws of clauses which impose 
restrictions on such use by organizations which do not meet the 
requirements of the cooperative law. 

May Need Amending. — The experiences of several states 
show that the adoption of a cooperative law which will prove sat- 
isfactory for a period of years is not easily accomplished. Changing 
conditions bring to light the need for additional provisions. The 
Wisconsin cooperative law which was passed in 1911 was regarded 
by many as being very complete, but less than a decade was needed 
to bring to light many conditions and requirements not provided 
for by the law. The development of non-stock organizations has 
resulted in the addition of legislation relating to cooperative associ- 
ations in some states which already had laws providing for coopera- 
tive associations with capital stock. There is a decided lack of 
uniformity in legislation of this kind, although this has been 
improved upon somewhat lately as a number of states have adopted 
similar laws. 


QUESTIONS 

1. Name the elates of cooperative organizations considered from the 

standpoint of incorporation. 

2. What is a corporation? A joint stock company? 

3. Outline the purposes of incorporation. 

4. What is the corporation based upon ? 

5. Discuss the procedure to be followed in incorporating. 

6. What are articles of incorporation and what do they include? 

7. What is a cooperative law? 

8. Why are not the laws for the incorporation of ordinary corporations 

suitable for cooperative associations? 

1). Discuss the general types of cooperative laws. 

10. What are the provisions usually included? 

11. Why are amendments to cooperative laws often necessary? 
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There is given below the text of two cooperative laws. That 
of North Carolina is representative of the very detailed type. About 
twenty states have enacted laws which are very similar to the 
North Carolina law. It will be noted that this contains provisions 
for both capital stock and non-stock organizations. The coopera- 
tive law of Indiana is representative of the brief type with gen- 
eral provisions. 


North Carolina CoSperative Law 

An Act to Encourage the Cooperative Marketing of Farm Products, and to 
Authorize the Incorporation of Cooperative Marketing Associations 

(1) Declaration of Policy. — In order to promote, foster, and en- 
courage the intelligent and orderly marketing of agricultural products 
through cooperation, and to eliminate speculation and waste; and to make 
the distribution of agricultural products as direct as can 1m? efficiently done 
between producer and consumer; and to stabilize the marketing problems 
of agricultural products, this act is passed. 

(2) Definitions. — As used in tins act. 

(a) The term “agricultural products ” shall include horticultural, 
viticultural, forestry, dairy, livestock, poultry, bee, and any farm products; 

(ft) The term “member” shall include actual members of associations 
without capital stock and holders of common stock in associations organ- 
ized with capital stock; 

(c) The term “association’* means any corporation organized under 
this act; and 

(<i) The term “person” shall include individuals, firms, partnerships, 
corporations, and associations. 

Associations organized hereunder shall be deemed non-profit, inasmuch 
as they are not organized to make profits for themselves, as such, or for 
their members, as such, but only for their members as producers. 

This act shall be referred to as the “ Cooperative Marketing Act.” 

(3) Who May Organize. — Five (5) or more persons engaged in the 
production of agricultural products may form a non-profit, cooperative 
association, with or without capital stock, under the supervision of this act. 

(4) Purposes. — An association may be organized to engage in any 
activity in connection with the marketing or selling of the agricultural 
products of its members, or with the harvesting, preserving, drying, proces- 
sing, canning, packing, storing, handling, shipping, or utilization thereof, 
of the manufacturing or marketing of the by-products thereof; or in con- 
nection with the manufacturing, selling, or supplying to its members of 
machinery, equipment, or supplies; or in the financing of the above enum- 
erated activities; or in any one or more of the activities specified herein. 

(5) Preliminary Investigation. — Every group of persons contemplat- 
ing the organization of an association under thiH act is urged to communi- 
cate with the chief of the division of markets, who will inform it whatever 
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a survey of the marketing conditions affecting the commodities to he 
handled by the proposed association indicate regarding probable success. 

(0) Powers. — Kaeh association incorporated under this act shall have 
the following powers: 

(«) T ° engage in any activity in connection with the marketing, 
selling, harvesting, preserving, drying, processing, canning, packing, »tor- 
ing, handling, or utilization of any agricultural products produced or 
delivered to it by its members; or the manufacturing or marketing of the 
by-products thereof; or in connection with the purchase, hiring, or use 
bv its members of supplies, machinery, or equipment; or in the financing 
of any such activities; or in any one or more of the activities specified 
in this section. No association, however, shall handle the agricultural 
products of any non-member. ® 

(b) To borrow money and to make advances to members. 

(e) To act as the agent or representative of any member or members 
in any of tile above mentioned activities. 

n To purchase or otherwise acquire, and to hold, own, and exercise 

all rights of ownership in, and to sell, transfer, or pledge shares of the 
eapitul stock or lionds of any corporation or association engaged in any 
related activity or in the handling or marketing of any of the products 
handled by the association. * r 

(c) To establish reserves and to invest the funds thereof in l»onds or 
such other property as may lie provided in the by-lawH. 

{/) To buy, hold, and exercise all privileges of ownership, over such 
real or personal property as may bo necessary or convenient for the con- 
ducting and operation of any of the business of the association, or inch 
dental thereto. 

(£7) To do each and everything necessary, suitable, or proper for the 
accomplishment of any one of the purposes or the attainment of any one 
or more of the objects herein enumerated ; or conducive to or expedient for 
the interest or benefit of the association; and to contract accordingly • and 
in addition, to exercise and possess all powers, rights, and privileges' Acces- 
sary to or incidental to the purposes for which the association is organized 
or to the activities in which it is engaged; and in addition, any other 
rights, powers, and privileges granted by the laws of this state to ordinary 
corporations, except such as are inconsistent with the express provisions o'f 
this act; and to do any such thing anywhere. 

(7) Members. — (a) Under the terms and conditions prescribed in its 
by-laws, an association may admit as members, or issue common stock, only 
to persons engaged in the production of the agricultural products to be 
handled by or through the association, including the lessees and tenants 
of land used for the production of such products and anv lessors and land- 
lords who receive as rent part of the crop raised on the leased premises. 

(b) If a member of a non-stock association be other than a natural 
person, such member may be represented by any individual, associate, 
officer, or member thereof, duly authorized in writing. 

(c) One association organized hereunder may become a member or 
stockholder of any other association or associations, organized hereunder. 

(8) Articles of Incorporation. — Kaoh association formed under this 
act must prepare and file articles of corporation, setting forth: 

(a) The name of the association. 

(b) The purposes for which it is formed. 

(e) The place where its principal business will be transacted. 

(d) The term for which it is to exist, not exceeding fifty (50) years. 
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(c) The number of directors thereof, which must not be leas than five 
(5), and may lie any number in excess thereof, and the term of office of 
such directors. 

(/) If organized without capital stock, whether the property rights 
and interest of each member shall be equal or unequal ; and if unequal, the 
articles shall set forth the general rule or rules applicable to all members 
by which the property rights and interests, respectively, of each member 
may and shall he determined and fixed ; and this association shall have the 
power to admit new members who shall be entitled to share in the property 
of the association with the old members, in accordance with such general 
rule or rules. This provision of the articles of incorporation shall not be 
altered, amended, or repealed except, by the written consent or the vote of 
three-fourths of the members. 

(g) If organized with capital stock, the amount of such stock and the 
number of such shares into which it is divided and the par value thereof. 
The capital stock may he divided into preferred and common stock. If so 
divided, the articles of incorporation must contain a statement of the num- 
ber of shares of stock to which preference is granted and the number of 
shares of stock to which no preference is granted and the nature and extent 
of the preference and privileges granted to each. 

The articles must be subscril>ed by the incorporators and acknowledged 
by one of them before an officer authorized by the law of this Btate to take 
and certify acknowledgments of deeds and conveyances; and shall be filed 
in accordance with the provisions of the general corporation law of this 
state; and when so filed the said articles of incorporation, or certified copies 
thereof, shall be received in all the courts of this state, and other places, 
as prima facie evidence of the facts contained therein, and of the due incor- 
poration of such association. A certified copy of the articles of incorpora- 
tion shall also be filed with the chief of the division of markets. 

(9) Amendments to Articles of Incorporation. — The articles of 
incorporation may be altered or amended at any regular meeting or any 
special meeting called for that purpose. An amendment must first be 
approved by two-thirds of the directors, and then adopted by a vote repre- 
senting a majority of all the members of the association. Amendments to 
the articles of incorporation, when so adopted, shall be filed In accordance 
with the provisions of the general corporation law of this state. 

(10) By-laws. — Each association incorporated under this act must, 
within thirty (30) days after its incorporation, adopt for its government 
and management a code of by-laws, not inconsistent with the powers 
granted by this act. A majority vote of the members or stockholders, or 
their written assent, is necessary to adopt such by-laws. Each association 
under its by-laws may also provide for any or all of the following matters: 

(<i) The time, place, and manner of calling and conducting its meetings. 

( h ) The number of stockholders or members constituting a quorum. 

(c) The right of members or stockholders to vote by proxy or by mail, 

or by both, and the conditions, manner, form, and effects of such votes. 

(d> The number of directors constituting a quorum. 

(c) The qualifications, compensations, and duties and terms of office 
of directors and officers; time of their election, and the mode and manner 
of giving notice thereof. 

(/) Penalties for violations of the by-laws. 

(g) The amount of entrance, organization, and membership fees, if 
any; the manner and method of collection of the same, and the purposes 
for which they may be used. 
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(A) The amount which each member or stockholder Khali be required 
to pay annually or from time to time, if at all, to carry on the business 
of the association, the charge, if any, to lie paid by each member or stock- 
holder for services rendered by the association to him, and the time of 
payment and the manner of collection; and the marketing contract between 
the association and its members or stockholders which every member or 
stockholder may be required to sign. 

(t) The number and qualification of members or stockholders of the 
association and the conditions precedent to membership or ownership of 
common stock; the method, time, and manner of permitting members to 
withdraw or the holders of common stock to transfer their stock; the 
maimer of assignment and transfer of the interest of members, and of the 
shares of common stock; the conditions upon which, and time when mem- 
bership of any member shall cease; the automatic suspension of the rights 
of a member when he ceases to be eligible to membership in the association 
and mode, manner, and effect of the expulsion of a member; manner of 
determining the value of a member’s interest and provision for its purchase 
by the association upon the death or withdrawal of a member or stock- 
holder, or upon the expulsion of a member or forfeiture of his membership, 
or at the option of the association, by conclusive appraisal bv the board 
of directors. In case of the withdrawal or expulsion of a member the board 
of directors shall equitably and conclusively appraise his property interests 
in the association, and shall fix the amount thereof in money, which shall 
be paid to him within one year after such expulsion or withdrawal. 

01) General and Special Meetings; How Called.— In its by-laws 
each association shall provide for one or more regular meetings annually. 
The board of directors shall have the right to call a special meeting at any 
time, and ten per cent of the members or stockholders may file a petition 
stating the specific business to lie brought before the association, and 
demand a special meeting at any time. Such meeting must thereupon be 
called by the directors. Notice of all meetings, together with a statement 
of the purposes thereof, shall be mailed to each member at least ten days 
prior to the meeting: Provided , however, that the by-laws may require 
instead that such notice may be given by publication in a newspaper of 
general circulation, published at the principal place of business of 
the association. 

(12) Directors; Election. — (a) The affairs of the association shall 
lw managed by a lioard of not less than five directors, elected by the mem- 
bers or stockholders from their own number. The by-laws may provide that 
the territory in which the association has members shall be divided into dis- 
tricts, and thuf. the directors shall be elected according to such districts. 
In such case the by-laws shall specify the number of directors to be elected 
by each district, the manner and method of reapportioning the directors and 
of redistricting the territory covered by the association. The by-laws may 
provide that primary elections should be held in each district to elect the 
directors apportioned to such districts, and the result of all such primary 
elections must be ratified by the next regular meeting of the association. * 

(6) The by-laws shall provide that one or more directors shall be 
appointed by the director of agricultural extension or any other public 
official or commission. The directors so appointed need not be members or 
stockholders of the association, hut shall have the same powers and rights 
as other directors. 

<c) An association may provide a fair remuneration for the time 
actually spent by its officers and directors in its service. No director. 
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during the term of his office, shall be a party to a contract for profit with 
the association differing in any vrav from the business relations accorded 
regular members or holders of common stock of the association, or to any 
other kind of contract differing from terms generally current in that district. 

(d) When a vacancy on the board of directors occurs, other than by 
expiration of term, the remaining members of the board, by a, majority vote, 
shall fill the vacancy, unless the by-laws provide for an election of directors 
by district. In such case the board of directors shall immediately call a 
special meeting of the members or stockholders in that district to fill the 
vacancy: Provided, that this subsection shall not apply to the director or 
directors appointed under the provisions of subsection (5.1 of this section: 
Provided further, that any vacancy occurring in the office of a director 
appointed under subsection (6) of this section shall be filled in the same 
manner as the original appointment was made. 

(13) Election of Officers.— The directors shall elect from their num- 
ber a president and one or more vice presidents. They shall also elect a 
secretary and treasurer, who need not. be directors, and they may combine 
the two* latter offices and designate the combined office as secretary-treas- 
urer. The treasurer may be a bank or any depository, and as such shall 
not be considered an officer, but as a function of the board of directors. 
In such case the secretary shall perform the usual accounting duties of the 
treasurer, excepting thatthe funds shall be deposited only as authorized by 
the board of directors. 

(11) Stock; Membership Certificates; When Issued; Voting; Lia- 
bility; Limitation on Transfer of Ownership. — (a) When a member of 
an association established without capital stock has paid his membership 
fee in full, he shall receive a certificate of membership. 

(6) No association shall issue stock to a member until it has been 
fully paid for. The promissory notes of the members may be accepted by 
the association as full or partial payment. The association shall hold the 
stock as security for the payment of the note, but such retention as security 
shall not affect the members’ right to vote. 

(c) Except for debts lawfully contracted between him and the associa- 
tion, no member shall be liable* fur the debts of the association to an 
amount exceeding the sum remaining unpaid on his membership fee or his 
subscription to the capital stock, including any unpaid balance on any 
promissory notes given in payment thereof. 

{d) No stockholder of a cooperative association shall own more than 
one-twentieth of the common stock of the association; and an association, 
in its by-laws, may limit the amount of common stock which one member 
may own to any amount less than one-twentieth of the common stock. 

(e) No member or stockholder shall be entitled to more than one vote. 

(/) Any association organized with fitock under this act may issue 

preferred stock, with or without the right to vote. Such stock may be 
redeemable or retirable by the association on such terms and conditions as 
may be provided for by the articles of incorporation and printed on the 
face of the certificate. 

(g) The by-laws shall prohibit the transfer of the common stock of 
the association to persons not engaged in the production of the agricultural 
products handled by the association, and such restrictions must be printed 
upon every certificate of stock subject thereto. 

(h) The association may at any time, except when the debts of the 
association exceed fifty per cent (50%) of the assets thereof, buy in or 
purchase its common stock at book value thereof as conclusively deter- 
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mined by the board of directors, and pay for it in cash within one ( 1 ) 
year thereafter. 

(15) Removal of Officer or Director. — Any member may bring 
charges against an officer or director by filing them in writing with the 
secretary of the association, together with a petition signed by ten per cent 
of the members, requesting the removal of the officer or director in question. 
The removal shall be voted upon at the next regular or special meeting of 
the association, and by a vote of a majority of the members, the association 
may remove the officer or director and fill the vacancy. The director or 
officer against whom such charges have been brought shall he informed in 
writing of the charges previous to the meeting, and shall have an oppor- 
tunity at the meeting to be heard in person or by counsel, and to present 
witnesses; and the person or persons bringing the charges against him shall 
have the same opportunity. 

In case the by-laws provide for election of directors by districts, with 
primary elections in each district, then the petition for removal of a 
director must be signed by twenty per cent of the members residing in the 
district from which be was elected. The board of directors must call a 
special meeting of the members residing in that district to consider the 
removal of the director. By a vote of the majority of the members of that 
district, the director in question shall lie removed from office: Provided, 
that this section shall not apply to directors appointed under subsection 
(b) oi Section 12 of this act. 

(16) Referendum. — Upon demand of one-third of the entire board of 
directors, any matter that has been approved or passed by the board must 
be referred to the entire membership or the stockholders for decision at the 
next special or regular meeting: Provided, however, that a special meeting 
may be called for the purpose. 

(17) Marketing Contract. — (a) The association and its members may 
make and execute marketing contracts, requiring the members to sell, for 
any period of time, not over ten years, all or any specified part of their 
agricultural products or specified commodities exclusively to or through 
the association or any facilities to he created by the association. The 
contract may provide that the association may seil or resell the products 
of its members, with or without taking title thereto, and pay over to its 
members the resale price, after deducting all necessary selling, overhead, 
and other costs and expenses, including interest on preferred stock, not 
exceeding eight per cent per annum, and reserves for retiring the stock, 
if any; and other proper reserves; and interest not exceeding eight per cent 
per annum upon common stock. 

(6) The by-laws and the marketing contract may fix, as liquidated 
damages, specific sums to he paid by the member or* stockholder to the 
association upon the breach by him of any provision of the marketing con- 
tract regarding the sale or delivery or withholding of products; and may 
further provide that the member will pay all costs, premiums for bonds, 
expenses and fees in ease any action is brought upon the contract by the 
association; and any such provisions shall he valid and enforceable in the 
courts of this state. 

(c) In the event of any such breach or threatened breach of such mar- 
keting contract by a member, the association shall be entitled to an injunc- 
tion to prevent, the further breach of the contract, and to a degree of 
specified performance thereof. Pending the adjudication of such an action, 
and upon filing a verified complaint showing the breach or threatened 
breach, and upon filing a sufficient bond, the association shall be entitled 



228 INCORPORATION: COOPERATIVE LAWS 

to a temporary restraining order and preliminary injunction against, 
the member. 

(18) Purchasing Business of Other Associations, Persons, Firms, 
or Corporations; Payment; Stock Issued.— Whenever an association 
organized hereunder with preferred capital stock, shall purchase the stock 
or any property, or any interest in any property of any person, firm, or 
corporation or ‘association, it may by agreement with the other party or 
parties to the transaction discharge the obligations so incurred, wholly or 
in part, by exchanging for the the acquired interest shares of its preferred 
capital stock to an amount which at par value would equal a fair market 
value of the stock or interest so purchased, as determined by the board of 
directors. In that case the transfer to the association of the stock or 
interest purchased shall be equivalent to payment in cash for the shares of 
stock issued. 

(19) Annual Reports. — Each association formed under this act. shall 
prepare and make out an annual report on forms furnished by the division 
of markets, containing the name of the association, its principal place of 
business, and a general statement of its business operations during the 
fiscal year, showing the amount of capital stock paid up, and the number 
of stockholders of a stock association or the number of members and 
amount of membership fees received, if a non-stock association; the total 
expenses of operations; the amount of its indebtedness, or liability, and its 
balance sheets. 

(20) Conflicting Laws Not to Apply.— Any provisions of law which 
are in conflict with this act shall not be constnied as applying to the 
associations herein provided for. 

(21) Limitation of Use of Term “ Cooperative No person, firm, 
corporation, or association hereafter organized or doing business in this 
state shall lie entitled to use the word “ cooperative ” as part of its cor- 
porate or other business name or title unless it has complied with the 
provisions of this act. 

Any person, firm, corporation, or association now organized and exist- 
ing, or doing business in this state, and embodying the word “ cooperative 
as part of its corporate or other business name or title, and which is not 
organized in compliance with the provisions of this act., must, within six 
months from the date at which this act goes into effect, eliminate the word 
“ cooperative ” from its said corporate or other business name or title. 

(22) Interest in Other Corporations or Associations. — An associa- 
tion may organize, form, operate, own, control, have interest in, own stock 
of, or be a member of any other corporation or corporations, with or with- 
out capital stock, and engaged in preserving, drying, processing, canning, 
packing, storing, handling, shipping, utilizing, manufacturing, marketing, 
or selling of the agricultural products handled by the association, or the 
by-products thereof. If such corporations are warehousing corporations, 
they may issue legal warehouse receipts to the association, or to any other 
person, and such legal warehouse receipts shall be considered as adequate 
collateral to the extent of the current value of the commodity represented 
thereby. In case such warehouse is licensed or licensed and bonded under 
the laws of this state or the United States, its warehouse receipt shall not 
be challenged or discriminated against because of ownership or control, 
wholly or in part, by the association. 

(23) Contracts and Agreement with Other Associations. — Any 
association may, upon resolution adopted by its board of directors, enter 
into all necessary and proper contracts and agreements, and make all neces- 
sary and proper stipulations, agreements and contracts and arrangements 
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with any other cooperative corporation, association, or associations, formed 
in this or in any other state, for the cooperative and more economical 
carrying on of its business, or any part or parts thereof. Any two or more 
associations may, by agreement between them, unite in employing and using 
or may separately employ and use the same methods, means, and agencies 
for carrying on and conducting their respective businesses. 

(24) Association Heretofore Organized May Adopt the Provisions 
of This Act. — Any corporation or association organized under previously 
existing statutes may, by a majority vote of its stockholders or members, 
be brought under the provisions of this act by limiting its membership and 
adopting the other restrictions as provided herein. It shall make out in 
duplicate a statement signed and sworn to by its directors, upon forms 
supplied by the secretary of state, to the effect that the corporation or 
association has by a majority vote of its stockholders or members decided 
to accept the benefits and be bound by the provisions of this act, articles of 
incorporation shall be filed as required in Section 8, except that they shall 
be signed by the members of the board of directors. The filing fee shall be 
the same as for filing an amendment to articles of incorporation. 

(25) Misdemeanor; Breach of Marketing Contract of Cooperative 

Association; Spreading False Reports About the Finances or Manage- 
ment Thereof. Any person or persons, or any corporation whose officers 

or employees knowingly induces or attempts to induce any member or stock- 
holder of an association organized hereunder to breach his marketing con- 
tract with the association, or who maliciously and knowingly spreads false 
reports about the finances or management thereof shall be guilty of a 
misdemeanor and subject to a fine of not less than one hundred dollars 
($100), and not more than one thousand dollars ($1,000), for such offense 
and shall be liable to the association aggrieved in a civil suit in the penal 
sum of five hundred dollars ($500) for each such offense: Provided, that 
this section shall not apply to a bona fide creditor of any member or stock- 
holder of such association* or the agents or attorney of any such bona fide 
creditor, endeavoring to make collection of the indebtedness. 

(26) Associations Not in Restraint of Trade.— No association or- 
ganized hereunder shall be deemed to lie a combination in restraint of 
trade or an illegal monopoly; or an attempt to lessen competition or fix 
prices arbitrarily, nor shall the marketing contracts or agreements between 
the association and its members, or any agreements authorized in this act 
be considered illegal or in restraint of trade. 

(27) Constitutionality. — if any section of this act shall be declared 
unconstitutional for any reason, the remainder of the act shall not be 
affected thereby. 

(28) Application of General Corporation Laws. — The provisions of 
the general corporation laws of this state, and all powers and rights there- 
under, shall apply to the associations organized hereunder, except where 
such provisions are in conflict with or inconsistent with the express pro- 
visions of this act. 

(29) Annual License Fees. — Each association organized hereunder 
shall pay an annual license fee of ten dollars ($10), but shall be exempt 
from all franchise or license taxes. 

(80) Filing Fees. — For filing articles of incorporation, an association 
organized hereunder shall pay ten dollars ($10) ; and for filing an amend- 
ment to the articles, two dollars and one-half ($2.50). 

(.'11 ) This act shall be in force from and after its ratification. Ratified 
this the 7th day of March, A.D. 1921. 
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Indiana Cooperative Law 

,4« Act Concerning Cooperative Corporations or Associations 

Corporations — Cooperative — Definition. — (1) Be it enacted by the 
General Assembly of the State of Indiana, That for the purpose of this act, 
the words “ cooperative company, corporation, or association ” are defined 
to mean a company, corporation, or association which authorizes the dis- 
tribution of its earnings in part, or wholly, on the basis of, or in propor- 
tion to, the amount of property bought from or sold to members, or of 
labor performed, or other service rendered to the corporation. 

Number of Persons — May Incorporate. — (2) Any number of per- 
sons not less than twenty-five (2i>), may be associated and incorporated 
for the cooperative transaction of any lawful business, in accordance with 
the provisions of the voluntary corporation statutes of this state. 

Powers of Corporation. — (3) Every cooperative corporation as such 
has power: First, to have succession by its corporate name. Second, to sue 
and to be sued; to complain and deiend in nil courts of competent juris- 
diction. Third, to make and to use a common seal, and alter same at 
pleasure. Fourth, to hold personal property and such real estate as may 
be necessary for the legitimate business of the corporation. Fifth, to regu- 
late and limit the right of stockholders to transfer their stock. Sixth, to 
appoint such subordinate officers and agents us the business of the cor- 
poration shall require, and to allow them suitable compensation therefor. 
.Seventh, to make by-laws for the management of its affairs, and to provide 
therein the terms and limitations of stock ownership, and for the distribu- 
tion of its earnings. 

Powers Vested. — (4) The powers enumerated in the preceding section 
shall vest in every cooperative corporation in this state whether the same 
has been formed heretofore, or by virtue of this statute, although they may 
not be specified in its charter or in its articles of association. 

Fees. — (5) The fees for the incorporation of cooperative corporations 
or associations shall be the same amounts as those now provided for similar 
corporations in the state of Indiana: Provided , that any cooperative cor- 
poration or association, being such under the definition given in Section 
one (1) of this act is hereby authorized to file with the secretary of state 
its articles of association signed by its board of directors or its president 
and secretary, stating that it is a cooperative corporation or association as 
above defined, and from and after the filing of such articles with the 
secretary of state, it shall be entitled to the same legal recognition as 
though its articles of incorporation had been orginally filed under this act 
and the fee for filing such articles shall be the same aH those required for 
the incorporation of other similar corporations or associations. 
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COOPERATIVE MARKETING AND 
ANTI-TRUST LAWS 

Much consideration lias been given to the position of coopera- 
tive marketing organizations under state and national anti-trust 
laws, especially sirnre their development on a large scale. The 
interest in this question has been heightened by the prosecution 
of some farmers* cooperative organizations under laws of this sort. 
Anti-trust legislation was enacted to curb the activities of business 
organizations along the line of restraint of trade and monopolistic 
tendencies. The United States Anti-trust law, frequently called 
“ The Sherman Anti-trust Law,” was enacted by Congress in 1890. 
This law is as follows: 

The Federal Anti-Trust Law 

Act of July 2, 1890 (26 Stat., 209). 

An Act to Protect Trade and Commerce A gainst Unlawful Restraints 

and Monopolies 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, 

( 1 ) Every contract, combination in the form of trust or otherwise, or 
conspiracy, in restraint of trade or commerce among the several states, 
or with foreign nations, is hereby declared to be illegal. Every person 
who shall make any such contract or engage in any such combination or 
conspiracy, shall be deemed guilty of a misdemeanor, and, on conviction 
thereof, shall be punished by fine not exceeding five thousand dollars, or 
by imprisonment not exceeding one year, or by both said punishments, in 
the discretion of the court. 

(2) Every person who shall monopolize, or attempt to monopolize, or 
combine or conspire with any other person or persons, to monopolize any 
part of the trade or commerce among the several states, or with foreign 
nations, shall lie deemed guilty of a misdemeanor, and, on conviction there- 
of, shall be punished by fine not exceeding five thousand dollars, or by 
imprisonment not exceeding one year, or by both said punishments, in the 
discretion of the court. 

(3) Every contract, combination in form of trust or otherwise, or 
conspiracy, in restraint of trade or commerce in any Territory of the 
United States or of the District of Columbia, or in restraint of trade or 
commerce between any such territory and another, or between any such 
territory or territories and any state or states or the District of Columbia, 
or with foreign nations, or between the District of Columbia and any state 
or states or foreign nations, is hereby declared illegal. Every person who 
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shall niako any such contract or engage in any such combination or con- 
spiracy, shall be deemed guilty of a misdemeanor, and, on conviction there- 
of, shall be punished by fine not exceeding five thousand dollars, or by 
imprisonment not exceeding one year, or by both said punishments, in the 
discretion of the court. 

(4) The several circuit courts of the United States are hereby invested 
with jurisdiction to prevent and restrain violations of this act; and it shall 
he the duty of the several district attorneys of the United States, in their 
respective districts, under the direction of the Attorney General, to insti- 
tute proceedings in equity to prevent and restrain such violations. Such 
proceedings may be by way of petition setting forth the case and praying 
that such violation shall be enjoined or otherwise prohibited. When the 
parties complained of shall have been duly notified of such petition the 
court shall proceed, as soon as may be, to the hearing and determination 
of the case; and pending such petition and before final decree, the court 
may at any time make such temporary restraining order or prohibition 
as shall be deemed just in the premises. 

(5) Whenever it shall appear to the court before which any proceed- 
ing under Section 4 of this act may he pending, that the ends of justice 
require that other parties should be brought before the court, the court 
may cause them to be summoned, whether they reside in the district in 
which the court is held or not; and subpomas to that end may be served in 
any district by the marshal thereof. 

(6) Any property owned under any contract or by any combination, 
or pursuant to any conspiracy (and being the subject thereof! mentioned 
in Section 1 of this act, and being in the course of transportation from 
one state to another, or to a foreign country, shall be forfeited to the 
United States, and may be seized and condemned by like proceedings as 
those provided by law for the forfeiture, seizure, 'and condemnation of 
property imported into the United States contrary to law. 

( 7 ) Any person who shall lie injured in his business or property by 
any other person or corporation by reason of anything forbidden or declared 
to be unlawful by this act, may sue therefor in any circuit court of the 
United States in the district in which the defendant resides or is found, 
without respect to the amount in controversy, and shall recover threefold 
the damages by him sustained, and the costs of suit, including a reasonable 
attorney's fee. 

(8) That the word “person,” or “persons,” wherever used in this act 
shall be deemed to include corporations and associations existing under or 
authorized by the laws of either the United States, the laws of any of the 
territories, the laws of any state, or the laws of any foreign country. 

Since the passage of the Sherman act, other regulatory measures 
such as the Federal Trade Commission act and the Clayton act 
have been placed on the statute books. 

A comparison between farming and manufacturing indus- 
tries in other lines may be helpful in obtaining the proper per- 
spective of the position which the farmer should occupy under 
anti-trust laws. The corporate form of organization lends itself 
admirably to most classes of manufacturing and commercial indus- 
tries. Large meat packing plants are owned and operated by cor- 
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porations with stockholders numbered by the thousands. The United 
States Steel Corporation may be cited as another example of a 
large-scale producer which is a corporate body. The same is true 
of many other manufacturing industries, of railroads, and a great 
variety of commercial enterprises. Chain groceries, cigar stores 
and drug stores are representative of the employment of large cor- 
porations in the retail distribution of goods. The production of 
farm products is in the main the result of the production on farms 
operated by individuals. Farming activities by large corporations 
are the exception and not the rule. Farming is a business which 
has been found much better adapted to individual ownership and 
operation than to the corporate form. This fundamental difference 
between agriculture and many other lines is important in con- 
sidering the status of farmers' marketing organizations under anti- 
trust laws. 

Swift & Company with its 40,000 or more stockholders has 
frequently been used as an illustration to point out the difference 
between the farmer and other manufacturers. Here is a corporate 
organization engaged in the manufacture, preparation, and dis- 
tribution of certain products. As it is organized for the production 
of its goods, it employs the same corporate organization in the 
distribution of these goods. The business is of a kind which lends 
itself to large-scale production and the wrporate form of organiza- 
tion is a convenient method of bringing and holding together the 
capital necessary for this purpose. 

Farming, on the other hand, is not well suited to the corporate 
form of organization. The marketing of the products of the farm, 
however, differs from the problem of agricultural production and 
does lend itself very well to large-scale organization. The only way 
of retaining the individual farm as the business unit in production 
and, at the same time gaining the advantages of larger units in 
marketing, is for a number of individual producers to unite in 
an organization for marketing purposes. Persons who look upon 
this in the same way they would united selling effort on the part 
of a similar number of large manufacturers who produce their goods 
independently of one another, may conceive of farmers' conspira- 
cies to fix prices, restrain trade, and the like. The common sense 
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view is to recognize the differences between farming and other 
industries, especially in the possibilities of controlling and regu- 
lating the volume of production. 

The Real Difference. — Much discussion has been raised by this 
matter. Some of it has been of such a vague nature that the 
impression occasionally has been left that other industries have 
a right to establish organizations while the farmers are denied a 
similar privilege. The difference does not lie in the matter of 
a right to organize along certain lines but rather is due to a basic 
difference in industries. Many manufacturing industries can be 
conducted by large corporations and such corporations may estab- 
lish the selling prices for their goods and set the wages of their 
employees, limited only by economic and competitive restrictions 
unless the corporations become monopolies, combine in restraint 
of trade, or employ unfair methods of competition. An organiza- 
tion of a large number of farmers, on the other hand, is like an 
organization of a number of manufacturers and the establishing 
of a price for their products may be held to be a violation of law. 
In the former case, the organization distributes the product of 
its own manufacture, consequently it is not in any combination 
to restrain trade, while in the latter the organization combines the 
product of a large number of producers, and on that account is 
in danger of being considered a combination for price fixing or 
in restraint of trade. 

The difference between the position of the farmer and that of 
other industries under the anti-trust laws naturally has led to 
attempts through both state and national legislation to bring about 
a readjustment. Congress evidently had this in mind when it 
incorporated a provision in the Sundry Civil Appropriation act 
for the fiscal year 1914, which provided that no part of the appro- 
priation for the enforcement of the United States anti-trust laws 
should be expended for the prosecution of producers of farm prod- 
ucts and farmers’ associations, organized for the purpose of obtain- 
ing a fair and reasonable price for their products. 

Section Six of the Clayton Act. — Congress passed the Clayton 
amendment to the United States Anti-trust laws in 1914 with the 
view of clarifying and strengthening certain features of the anti- 
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trust laws. Section 6 of the Clayton act. contains a provision of 
special interest to farmers and farmers’ organizations. Section 6 
reads as follows : 

“ That the labor of a human being is not a commodity 
or article of commerce. Nothing contained in the anti- 
trust laws shall be construed to forbid the existence and 
operation of labor, agricultural, or horticultural organiza- 
tions, instituted for the purposes of mutual help, and not 
having capital stock or conducted for profit, or to forbid 
or restrain individual members of such organizations from 
lawfully carrying out the legitimate objects thereof; nor 
shall such organizations, or the members thereof, be held 
or construed to be illegal combinations or conspiracies in 
restraint of trade, under the anti-trust laws.” 

Not much attention was paid to the existence of this legislation 
for some time. The prosecution of certain farmers’ associations, 
especially milk producers’ associations, under state anti-trust laws 
was one of the factors that brought about an increasing interest 
in this subject and caused people to turn to the provision of the 
Clayton act, quoted above, as a possible safeguard from prosecution 
under federal anti-trust laws. 

Provisions of Section Six.— It will be noted that the benefits 
conferred by Section 6 of the Clayton act are not conferred indis- 
criminately upon all classes of farmers’ organizations. The con- 
ditions prescribed are that the organization must be a “ labor, 
agricultural, or horticultural organization,” which is “ instituted 
lor the purposes of mutual help,” which does not have capital stock 
and is not “ conducted for profit.” 

The Supreme Court has referred to this legislation in a decision 
in which it was said : 

“As to Section 6, it seems to us its principal impor- 
tance in this discussion is for what it does not authorize 
and for the limit it sets to the immunity conferred. The 
section assumes the normal objects of a iabor organization 
to lie legitimate, and declares that nothing in the anti- 
trust laws shall be construed to forbid the existence and 
operation of such organizations or to forbid their members 
from lawfully carrying out their legitimate objects; and 
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that such an organization shall not be held in itself — 
merely because of its existence and operation — to be an 
illegal combination or conspiracy in restraint of trade. 

But there is nothing in the section to exempt such an 
organization or its members from accountability where it 
or they depart from its normal and legitimate objects and 
engage in an actual combination or conspiracy in re- 
straint of trade. And by no fair or permissible construc- 
tion can it be taken as authorizing any activity otherwise 
unlawful, or enabling a normally lawful organization to 
become a cloak for an illegal combination or conspiracy 
in restraint of trade as defined by the anti-trust laws.” 

The effect of this legislation has been to stimulate interest in 
the non-stock, non-profit type of cooperative marketing association. 
Many of the larger cooperative marketing developments have been 
based on this plan of organization in order to gain whatever pro- 
tection is provided by this legislation. A number of the states have 
made special provisions for the incorporation of organizations of 
this type. The United States Department of Agriculture drafted 
a suggested law for the use of states in enacting suitable incorpora- 
tion laws for these organizations. 1 

The Capper- Volstead Act. — Many persons have looked upon 
the provisions of Section 6 of the Clayton act as being too vague 
in their intent and too narrow in scope. Organizations formed with 
capital stock felt that they w*ere discriminated against by Section 6 
in that its provisions apply only to non-stock organizations. There 
are even some who have contended that this section carried an 
implication that organizations not in harmony with its provisions 
were contrary to the anti-trust laws. 2 This situation led to efforts 
to obtain additional legislation and several bills have been intro- 
duced into Congress during the last few years. The bill which 
received the most consideration and which was enacted into law 
early in 1322 was the one which came to be generally known as 
the “ Capper-Volstead bill.” This bill was under consideration for 
a long time in Congress before it finally was passed. Some mem- 

1 Printed in Service and Regulatory Announcement* No. 20 of the 
Office of Markets and Rural Organization, U. S. Department of Agriculture. 

a See testimony of R. W. Williams in hearings on H. R. 2373 before 
a subcommittee of the Committee on the Judiciary, U. S. Senate, Sixty* 
seventh Congress, first session, p. 202. 
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hers of Congress appeared to fear that the proposed legislation 
would permit farmers to create monopolies. Attempts were made 
to amend the bill so that it would clearly forbid the establishment 
of monopolies, but its supporters contended that the amendments 
proposed would largely nullify the intent of the law. It follows: 

.-l« Act to Authorize Association of Producers of Agricultural Products 

Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That persons engaged in 
the production of agricultural products as farmers, planters, ranchmen, 
dairymen, nut or fruit growers may act together in associations, corporate 
or otherwise, with or without capital stock, in collectively processing, pre- 
paring for market, handling, and marketing in interstate and foreign 
commerce, such products of persons so engaged. Such associations may 
have marketing agencies in common; and such associations and their 
members may make the necessary contracts and agreements to effect such 
purposes: Provided, however, that such associations are operated for the 
mutual benefit of the members thereof, as such producers, and conform to 
one or both of the following requirements: 

First. That no member of the association is allowed more than one 
vote because of the amount of stock or membership capital he may own 
therein, or, 

Second. That the association does not pay dividends on stock or 
membership capital in excess of eight per centum per annum. 

And in any case to the following: 

Third. That the association shall not deal in the products of non- 
members to an amount greater in value than such as arc handled by it 
for members. 

Section 2. That if the Secretary of Agriculture shall have reason to 
believe that any such association monopolizes or restrains trade in inter- 
state or foreign commerce to such an extent that the price of any agri- 
cultural product is unduly enhanced by reason thereof, he shall serve upon 
such association a complaint stating his charge in that respect, to which 
complaint shall be attached, or contained therein, a notice of hearing, 
specifying a day and place not less than thirty days after the service 
thereof, requiring the association to show cause why "an order should not 
be made directing it to cease and desist from monopolization or restraint 
of trade. An association so complained of may at the time and place so 
fixed show cause why such order should not be entered. The evidence given 
on such a hearing shall be taken under such rules and regulations as the 
Secretary of Agriculture may prescribe, reduced to writing, and made a 
part of the record therein. If upon such hearing the Secretary of Agri- 
culture shall be of the opinion that such association monopolizes or re- 
strains trade in interstate or foreign commerce to such an extent that 
the price of any agricultural product is unduly enhanced thereby, he shall 
issue and cause to he served upon the association an order reciting the 
facts found by him, directing such association to cease and desist from 
monopolization or restraint of trade. On the request of such association 
or if such association fails or neglects for thirty days to obey such order, 
•the Secretary of Agriculture shall file in the district court in the judicial 
district in which such association has its principal place of business a 
certified copy of the order and of all the records in the proceeding, together 
with a petition asking that the order be enforced, and shall give notice to 
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the Attorney General and to said association of such filing. Such district 
court shall thereupon have jurisdiction to enter a decree affirming, modify- 
ing, or setting aside suid order, or enter such other decree as the court 
may deem equitable, and may make rules as to pleadings and proceedings 
to be had in considering such order. The place of trial may, for eause or 
by consent of parties, be changed as in other causes. 

The facts found by the Secretary of Agriculture and recited or set forth 
in said order shall be* prima facie evidence of such facts, but either party 
may adduce additional evidence. The Department of Justice shall have 
charge of the enforcement of such order. After the order is so filed in 
such district court, and while pending for review therein the court may 
issue a temporary writ of injunction forbidding such association from 
violating such order or any part thereof. The court may, upon conclusion 
of its hearing, enforce its decree by a permanent injunction or other appro- 
priate remedy. Service of such complaint and of all notices may be made 
upon such association hy service upon any officer or agent thereof engaged 
in carrying on its business, or on any attorney authorized to appear in 
such proceeding for such association, and such service shall be binding 
upon such association, the officers, and members thereof. Approved, Feb- 
ruary 18, 1022. 

How It Differs from the Clayton Act. — It will be noted that 
this law differs materially from Section 6 of the Clayton act. 
Farmers are permitted to form organizations either without or with 
capital stock for the purpose of marketing, provided the association 
conforms to certain requirements. These requirements do not limit 
the organizations to a specific type such as is the case with Section 
f, of the Clayton act. The law, however, is not in the nature of 
a blanket authorization as these organizations are placed under 
the supervision of the Secretary of Agriculture. This feature of 
the law recognizes the idea that the Secretary of Agriculture natu- 
rally should be in position to understand the problems of farmers’ 
organizations and that his acquaintance with the situation will 
relieve farmers’ organizations from prosecutions on account of mere 
technical violation of the provisions of the anti-trust laws. If the 
activities of an organization appear to be of a doubtful nature, they 
will be investigated by representatives of the Department of Agri- 
culture who understand the position of the farmer. The intent of 
the law is to safeguard the interests of both the farmer and the 
public in this manner. 

Misunderstandings of Purpose of Legislation. — Doubtless, 
many farmers and others who have made pleas for the enactment 
of this legislation have had only an indefinite idea with regard to it. 
Some merely contented themselves with repeating a plea that 
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farmers should be given the right to organize, or that cooperative 
marketing should be legalized. Many probably had the idea that 
there was a law which specifically prohibited farmers from organ- 
izing while no restrictions were imposed on other interests. It is 
well to remember that the matter simmered down mainly to the 
difference between farming and other lines of business. The Dairy- 
men’s League Cooperative Association, Inc., is made up of 
thousands of farmers, each operating a farm as an individual pro- 
ducing unit. Were the corporate form of organization generally 
adapted for use in farming, these same thousands of individuals 
might become members or stockholders of a large corporation which 
would own and operate all these farms. Such a corporation natu- 
rally could sell the milk which it produced on its farms without 
being charged with conspiring with anyone, because it would be 
merely disposing of the products which it had produced. Since the 
corporate form of organization has not been adapted to the farming 
end of the business, this legislation lias been passed so that the 
farmers may be clearly within their rights in organizing to dis- 
tribute the products of their farms. The farmer did not seek leg- 
islation which would place him in a class by himself under the 
anti-trust laws, but legislation which recognizes the special require- 
ments of his business. No person, who thinks constructively, wants 
special privilege for any class and this is not the aim of this legis- 
lation. Questions of monopoly are discussed in the next chapter 
and in that discussion will be found some points relating to the 
possibilities of oppressive monopolies being created by farmers as 
a development of their cooperative marketing enterprises. 

State Legislation. — Several of the states also have enacted 
laws intended to relieve the farmer of the exactions of state anti- 
trust laws. As previously pointed out, farmers’ marketing associa- 
tions in several states have encountered difficulty because of exist- 
ing state laws and in several of the states where this has been the 
case, legislation of this kind has been enacted in order to clarify 
the situation. Some of the recent cooperative laws have contained 
a provision relating to this matter. State legislation, of course, 
can affect the position of farmers’ organizations only under the law 
of that particular state. It is true that most of the cases brought 
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against farmers’ marketing organizations under anti-trust laws 
have been under state law's. However, the federal law r lias been 
invoked in some instances, and this is one reason why so many 
farm leaders have been interested in obtaining the passage of fed- 
eral legislation. 


QUESTIONS 

1. Why have anti-trust laws been enacted? 

2. What are the main provisions of the Sherman Anti trust act? 

3. Show the difference between farming and manufacturing with respect to 

the use of the corporate form of organization for production. 

4. How does the position of the farmers under the anti-trust laws differ 

from that of other interests? 

5. What does Section 0 of the Clayton act provide? 

6. Discuss the conditions surrounding the enactment of the Capper- 

Volstead act. 

7. What does the Capper-Volstcad act provide? 

8. Does the Capper- Volstead act provide a blanket exemption from the 

limitations imposed by anti-trust legislation? 

9. Discuss the misunderstandings of the purpose of the Capper-Volstcad act. 



CHAPTER XX 

FARMERS* MONOPOLIES 

Not a few give expression to a Teal or pretended fear that 
farmers* marketing organizations will evolve into powerful monopo- 
lies which will use their strength in exacting unreasonable prices 
from the consumer. The efforts of farmers and farmers* associa- 
tions in seeking to have their position under anti-trust laws changed 
and clarified are pointed to by some as being indicative of a desire 
on the part of farmers to be left free to carry on their organized 
activities to the monopolistic stage. The difference between farm- 
ing and other industries in problems of production and distribution 
are touched on in the preceding chapters and these differences 
explain the desire on the part of the farmer for certain changes in 
anti-trust legislation so as to give recognition to the fundamental 
differences which exist. No fair-minded, constructive-thinking 
farmer has in mind that such legislation will make it possible for 
farmers to exercise oppressive monopolistic powers over other 
classes in selling their products. 

This question has been discussed by one of the most prominent 
business men of the country in the following words : 

“If the anti-trust laws keep the farmers from en- 
deavoring scientifically to integrate their industry, while 
other industries find a way to meet modern conditions 
without violating such statutes, then it would seem reason- 
able to find a way for the farmers to meet them under 
the same conditions.** 1 

This same business man outlines his views (l.c.) upon the 
question of the right of farmers to enjoy monopolistic privileges, 
in the following manner : 

“ To urge that the farmers should have the same lib- 
erty to consolidate and coordinate their peculiar economic 
functions, which other in dustries in their fields enjoy, is 

’Baruch, Bernard : “ Some Aspects of the Farmers’ Problems,” in 

Atlantic Monthly, July, 1921. 
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not, however, to concede that any business integration 
should have legislative sanction to exercise monopolis- 
tic powers.” 

The law of supply and demand is the general force at work 
to establish the prices of farm products. Farmers’ marketing 
organizations in order to exact arbitrary prices for their products 
for any considerable length of time would have to have control over 
the production, distribution, and consumption of those products 
so that they could adjust the forces of supply and demand to suit 
their convenience. 

Control of Production. — That the production of farm prod- 
ucts is the result of the enterprise and effort of the individual 
farmer has already been pointed out. As is shown a little later, 
control of the distribution of a considerable portion of many prod- 
ucts can be gained through the use of membership contracts. The 
control of the amount of production, however, is another matter 
entirely. No effective way has yet been discovered for limiting 
production by a farmers’ organization except in a very temporary 
sense. Prices for a product which are considerably higher than 
production costs or the relative prices of other products, always 
stimulate production, and readjustments in the cropping and 
farming system take place. If an organization of market milk 
producers, supplying one of the large cities, were able to exact 
an unduly high price from the distributor or consumer, the farmers 
would add to their herds, would feed their stock better, and in 
other ways increase production to gain the advantage of the profit- 
able price with the result that a large surplus would soon be 
created. The organization cannot control the volume of production 
since that is a matter which it must leave to the individual member. 

World Products Beyond Control . — The consumer who is not 
conversant with the wide range of possible sources of wheat which 
may be used in his bread may be led to believe that the grain 
growers of this country are on the point of getting together for 
the purpose of limiting production so as to raise prices and then 
maintain them at high levels. Many of our products such as grain, 
livestock and wool are world products and the production in other 
countries has a very direct effect on prices in this country. If prices 
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are raised so that they are out of line with prices in the rest of 
the world, products from other parts will be attracted to the mar- 
kets of this country. 

The limitation of farm organizations In the matter of regu- 
lating the volume of production are not difficult to locate. A 
factory may lay off its workers and discontinue operations for 
a period of time if conditions make this advisable, and resume its 
activities when times are more favorable. Farmers, however, can- 
not stop their farm operations for a few weeks or months and then 
take up their work without loss of considerably more than merely 
the time they are idle. Livestock must he fed and cared for regu- 
larly. Crops must be planted in proper season ; some of them have 
to be cultivated, sprayed or otherwise cared for during the growing 
season; harvesting must be done when the condition of the crop 
demands it and will not wait upon conditions of markets. A farmer 
cannot command his hens to lav all their eggs, or the cows to 
produce all their milk, during times when prices are the highest. 
Wool grows no faster on a sheep's back when prices are high than 
when the prices are below production costs. The farm business is 
not on a weekly or monthly basis, it is a continuous business the 
operations of which cannot be temporarily discontinued except at 
a great loss. During periods of depression when prices may be below 
the cost of production, the farmer may curtail certain branches of 
his business but cannot stop producing for periods with the intent 
of resuming when conditions improve. The individual farmer, 
therefore, is not free to regulate, except within certain limits, his 
production either in amount or kind so as to always be prepared 
to take advantage of conditions. Mention might also be made of 
the influence of weather conditions on production. Differences in 
temperature and rain-fall from season to season affect production, 
or, in other words, the supply. 

Resolving to Curtail . — Farmers may get together in conventions 
and meetings and solemnly resolve to curtail the production of 
a certain product, but such action, if it has any effect at all, is 
merely temporary in its influence. Action of this sort is taken only 
in the face of a large surplus on hand or unfavorable market con- 
ditions and the curtailment in production the next season is in 
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a large measure due to the low prices resulting from the large 
surplus rather than from any agreement to restrict production. One 
example of an organized effort to curtail production is that which 
took place in the hurley tobacco territory in 1908. This movement, 
while very effective for one season, was accompanied by considerable 
lawlessness and it was in no sense a permanent production control. 
The hurley belt also offers an example of the effect of high prices. 
The 1919 crop brought a high price and the acreage and production 
in 1920 was increased very materially on that account. 

Control of Distribution. — Farmers’ marketing organizations 
handling products which are restricted in the volume ami region 
of production can obtain control over the distribution of a large 
proportion of a crop. A large proportion of the cranberries of 
the country arc handled through one selling organization. Prunes, 
raisins, oranges, walnuts and similar products are marketed by 
organizations which control the sale of a large share of the entire 
production. Milk marketing organizations in some of the larger 
markets control the sale of a laTge proportion of the milk sold to 
the distributors in their markets. Control of this kind is obtained 
by an association by means of binding contracts with its members. 
It is control of this sort which has led some persons to jump at 
the conclusion that farmers have established monopolies. 

The control of the consumption, or, in other words, the 
demand, for a farm product is even more difficult than controlling 
its production. Our staple foods such as wheat, meats, wool, cotton, 
dairy products and the like are produced on such a large scale and 
in different countries that anything in the nature of an organiza- 
tion controlling a large proportion of this country’s supply, not to 
mention the entire world’s production, has still to be developed. 
Whole milk, it is true, is one of the essential staple foods of which 
a large city obtains its supply from a comparatively restricted area 
and in the case of this product much of the supply frequently comes 
from organized producers. The territory is subject to expansion 
if necessary, however, both by taking in a larger area and by 
increasing production in the district. It is mainly in the case of 
certain fruits that an organization can control the distribution 
of a high percentage of the entire production. 
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The consumer has the control of the demand in his own hands. 
Products such as fruits are not necessities which cannot be replaced 
by another product without causing hardship. If the organized 
cranberry growers were to ask an unreasonably high price for 
cranberries the result would be a disposition on the part of the 
consumer to pass them by and this would soon create an unsold 
surplus of cranberries. Prune and raisin growers probably are 
strongly enough organized so that they could establish a high price 
for these products, but the consumer does not need these products 
and if the price appears unreasonable to him he will leave the 
association with a large surplus on its hands and a drastic price cut 
or special efforts will he needed to move it into consumption. 

The possibilities of substitution are great in the case of most 
farm products and the control of one product alone is not effective 
in fixing high prices if other products not under control can easily 
be substituted. High prices for one fruit may turn consumers to 
other fruits not so high. If rice is plentiful and potatoes scarce 
und high in price, some substitution results. Wheat and rye have 
a close relationship. High butter prices stimulate the sale of oleo 
and nut margarine. High prices for fresh milk likewise tend to 
increase the demand for condensed and evaporated milk. 

Milk Producers’ Organizations. — Milk is a farm product 
which comes in for more thought in the matter of control by 
cooperative marketing associations than any other. This is due to 
several evident reasons. In the first place, milk is a highly essen- 
tial food product, especially for growing children. It is also a 
product for which there is no substitute in general use. True, 
canned milk is to some extent a substitute for whole milk in the 
fresh state, but many persons do not regard it as such. The milk 
supply of most cities comes from a restricted territory surrounding 
the city, although in some cities such as New York and Boston 
the area extends several hundred miles out from the market. The 
producers are close together and organization of them into an 
effective association usually is not difficult. Mention might also 
be made of the attitude of the consumer towards milk prices. Many 
persons who take price changes in meat, potatoes, and apples as 
a matter of course, are easily wrought up by a change of a cent 
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or two in the price of milk per quart. Fluid milk prices do not 
change from day to day as is often the case with other products. 
There is more bargaining between producer and distributor than in 
the case of many products and price comes in for definite considera- 
tion and determination. The consumer reads newspaper reports of 
how dairymen have met and have discussed and possibly voted on 
a price for milk. Not knowing all the factors of cost involved, 
some consumers may arrive at the conclusion that the dairymen are 
gouging him and that cooperation has made this possible. 

Milk Producers and Anti-trust Laws. — A number of instances 
where milk producers’ marketing organizations have experienced 
difficulty with anti-trust laws, especially state laws, have occurred. 
Directors of milk marketing organizations have been indicted and 
trials have been held. Associations at such points as New York 
City, Chicago, Cleveland, and Minneapolis are included in this 
group. Many of these cases came during the period of rising prices, 
when the milk producer found need for extensive organization in 
order to keep the price of his product in line with his costs. The 
milk producer is ordinarily dependent upon one city market for 
his outlet and does not have the choice of outlets often open to 
the producers of other products. The city distribution is frequently 
cared for by a few large companies and the individual farmer 
is not on a plane of equality with such companies when it comes 
to bargaining for the sale of his product. These are among the 
reasons lor wide-spread organization among producers of mar- 
ket milk. 

Some of the cases referred to were dismissed without trial, others 
were brought to trial and resulted in victories for the producers’ 
organizations. This is an indication of what is found upon careful 
investigation of farmers’ associations which are accused of being 
in restraint of trade or being monopolies. 

The California Associated Raisin Company (now known as 
The Sun-maid Raisin Growers) has been frequently mentioned in 
connection with discussions of farmers’ marketing organizations 
and anti-trust law's. It has been stated that ninety per cent of 
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the raisins produced in the United States are grown within forty 
miles of the City of Fresno, California. 2 

The California Associated Raisin Company, which is the 
growers* marketing organization, has contracts with most of the 
raisin growers running for a period of years so that it controls 
the sale of between eighty and ninety per cent of the entire crop. 

Some questions were raised relative to certain practices of the 
company with the result that in September, 1919, the Department 
of Justice requested the Federal Trade Commission to make an 
investigation of the raisin growers’ organization and to advise 
whether other than fair and reasonable prices were being obtained 
and to recommend readjustments in the business which the com- 
pany ought to make. The Federal Trade Commission reported its 
findings to the Attorney General in June, 1920. In regard to the 
question of prices the report stated that “ our conclusion is that 
the price fixed by the Raisin Company for the 1919 crop was in 
excess of a fair and reasonable price.” In discussing readjustments 
in the business, the commission mentioned certain practices which 
the Raisin Company had employed and which it regarded as objec- 
tionable. Among the practices mentioned were included the devices 
known as “ firm-at-opening price ” and “guarantee against de- 
cline,” and also methods of elimination of competition by purchase 
of competitors, by contract and by curtailment of production, 
specific examples of which were mentioned. 

The arrangement which is commonly designated as “ firm-at- 
opening price ” involves the sale to buyers at a price to be deter- 
mined by the association at a later date. This is a practice which 
can be employed only by organizations which control a very large 
proportion of the entire production of a commodity. Advance sales 
are made to buyers, the agreement providing for the delivery to 
the buyer of certain amounts of specified grades of the product. 
A definite price is not mentioned but it is provided that the buyer 
will pay the price established by the association at or before the 
opening of the shipping season. The “ guarantee against decline ” 

*GifTen, Wylie M.s Testimony before subcommittee of the Committee 
of the Judiciary, United States Senate, Sixty-seventh Congress, First Ses- 
sion, Hearings on H. R. 2373, p. 90. 
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is a natural accompaniment to this plan since this protects the 
buyer in the event that the organization should find it necessary 
at a later date to revise its scale of prices downward. While such 
guarantees were objected to in the instance of the raisin organiza- 
tion, many persons contend that this not only is not objectionable 
but that it is a good method of merchandising. 

It should be understood that the mention by the Federal Trade 
Commission of certain methods and practices of the California 
Associated Raisin Company which it regarded as undesirable does 
not mean that it was charged that all of these various objectionable 
practices were being engaged in continually by that organization. 
Some of the methods mentioned related to activities undertaken by 
the company in the early period of its operations. 

The Federal Trade Commission’s report made several specific 
suggestions for readjustments in the organization or its plan of 
operation. One alternative which it suggested was that the com- 
pany might reorganize on the non-stock, non-profit plan in accord- 
ance with the provisions of Section 6 of the Clayton act. (Chap. 
XIX.) If the company did not choose to reorganize on this basis, 
the commission suggested that it retain its organization but elim- 
inate the practices to which objection was found. The third possi- 
bility suggested was dissolution. 

After the Federal Trade Commission had made its report, the 
Department of Justice took up the case and suggested to the associ- 
ation that it reduce its percentage of control and lower the price, 
or else be subject to prosecution, (l.c. p. 124.) The upshot of the 
matter was that the case was taken to court. A final decree was 
rendered on January 18, 1922. This decree enjoined and restrained 
the company from doing certain things including the carrying out 
of certain contracts. It prohibits the use of coercion or intimida- 
tion in getting growers to sign contracts and the use of any methods 
which would restrict or prevent others from freely competing to 
secure contracts with the growers. Contracts with the growers, 
running for a period of years, are prohibited unless such contracts 
expressly provide that the signer may terminate the contract at 
the end of the first three years or at the end of any two-year period 
thereafter. The use of the practice known as “ firm-at-opening ” 
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price and also the practice of guaranteeing buyers against future 
declines were prohibited by the decree. Certain practices such as 
the acquisition of plants of competitors or the making of contracts 
with competitors which would reduce competition were forbidden. 
The company was prohibited from limiting the supply of raisins 
or curtailing the production of raisin grapes. The decree also 
included provisions relating to the fixing of the resale price of 
the raisins sold to any purchaser. 

QUESTIONS 

1. Should farmers* organizations have rights which would enable them to 

do things which other organizations are not permitted to do? 

2. Discuss the possibilities of controlling production of farm products by 

organized effort. 

3. What effect does an artificially high price have on production? 

On consumption? 

4. Compare a farm with a factory in the matter of ease of curtailment 

of production. 

5. llow can farmers’ organizations control the distribution of their products? 
ti. Discuss the control which a farmers’ organization can exercise over 

consumption of its products. 

7. Why have milk producers’ organizations encountered difficulties under 
anti-trust laws? 

3. Discuss the case of the California Associated Raisin Company. 



CHAPTER XXI 

THE FUTURE OF COOPERATIVE MARKETING 

The extensive developments which have already taken place in 
the field of cooperative marketing are referred to in preceding 
chapters. Mention is made of the fact that the growth has been 
especially rapid during recent years. It is a human trait to try 
to look into the future to see what it holds in store and the student 
of cooperative marketing is naturally interested in what progress 
may be looked for in this field of endeavor in the coming years. 
The writer has no intent nor desire to attempt to prophesy just what 
will happen and the discussion which follows does not aim to do so. 
It is believed, however, that there are many points which are 
deserving of close study in considering this phase of the subject. 

Are Reverses Ahead? — A question which might be asked 
relates to whether or not the rapid expansion of the last few years 
foreshadows a continuing and a permanent growth for the future. 
That there is a place for cooperative marketing needs no argument. 
As has been pointed out, there are many features relating to the 
sale of farm products which can be handled through a cooperative 
marketing organization to better advantage than by individual 
effort on the part of the farmer. Agriculture is an industry which 
lends itself admirably to the use of cooperative methods, especially 
in the field of marketing. The question, therefore, is not whether 
cooperative marketing will continue, but relates to the extent and 
nature of developments in coming years. 

Enthusiasts who have become imbued with the possibilities of 
cooperative marketing, frequently feel that a new era has dawned 
and that the farmers will now continue to forge rapidly ahead in 
the establishment of organizations. Those who are opposed to coop- 
erative marketing believe, or pretend to believe, that the farmer 
is riding for a fall and that many of the cooperative activities will 
come to nought. It is noticeable that representatives of the latter 
class do not always place unlimited faith in their own statements, 
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as they often put forth strenuous effort to discourage the particular 
developments of cooperative marketing for which they are predict- 
ing failure. 

The future course probably will occupy a middle ground between 
these two widely divergent views. It would be strange, indeed, if 
future developments do not prove that some of the rapid growth 
which has recently taken place has been of the “ mushroom ” 
variety which, when subjected to severe tests, will result in some 
crumbling and breaking away. Experiences of the past carry a 
warning against attempting to move too rapidly in matters of this 
kind. Even though the present situation is not a parallel of that 
during the early days of the Grange, many helpful ideas can be 
obtained from a study of the experiences of some of the ambitious 
enterprises which were established during that period. This is 
not suggested as a discouragement, except to the extent that dis- 
couragement of unsound views is desirable, but has in mind the 
importance of building on a secure basis so that set-backs may 
be avoided. 

Cooperative marketing organizations must be built from the 
ground up. It is questionable if all of the recent large-scale develop- 
ments are so constructed. There is grave danger that in some 
instances an extensive superstructure has been erected on a founda- 
tion which will lack permanence. If this is the case, it would be 
well to look carefully to the stability of the organizations which 
have been created rather than to be spending all effort in broaden- 
ing out and establishing new movements on a large scale. Leaders 
in organization movements do not always take kindly to thoughts 
of this sort, but it is a matter in relation to which they cannot 
afford to assume the position of the ostrich with his head buried 
in the sand, because extensive failures will slow up the development 
for years to come. This is a case where the old saying, “ a stitch 
in time saves nine,* may be found very apropos. Every coopera- 
tive organization should see to it that there is maintained a direct 
contact between the rank and file of the members and the manage- 
ment of their organization. The members should be kept fully 
informed regarding the activities of the management and the actual 
progress from time to time. The management should establish and 
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maintain direct contact with the members in order that they may 
appreciate the members’ position and their views on problems that 
may come up from time to time. The establishment of organiza- 
tions covering extensive areas and having large memberships adds 
to the complexity of the problem of maintaining close contact 
between the member and the management. In eases where dis- 
integration occurs, the cause generally may be found on the inside 
and that is why membership support is of such vital importance. 

Results of Over-enthusiasm. — Extravagant claims of what 
may be expected from cooperative marketing have frequently been 
phrased in glowing terms. Enthusiasm is an important aid in 
bringing about the establishment of marketing organizations, but 
it is a much more valuable factor if it is of the kind which comes 
from reasonable expectations than if it is of the variety which has 
been created by extreme over-statements of possibilities. The over- 
enthusiasm, real or assumed, of organizers plays a big part in this 
matter. Too often, speakers at farmers’ meetings called to consider 
cooperative marketing are ready to promise immediate reforms of 
a sweeping nature in the marketing system, when they may not 
themselves have any definite ideas as to what the real problems are 
or any clear conception of the way the promised reforms are going 
to be brought about. Members obtained by such tactics are fre- 
quently among the first to become severe critics of the organization 
at a later time when it finds itself unable to live up to the advance 
reputation which has been created for it. Organization work 
requires dealing with the human element and cannot always be 
limited to cold reason and logic, but the present tactics of many 
leave much room for improvement. Some organizations will find 
that promises which have been made will rise to haunt them in 
the next few years. 

Lack of Understanding of Economic Laws. — Misconceptions 
regarding the operations of certain economic laws which have a 
bearing on the marketing of farm products are entirely too preva- 
lent and often result in mistaken notions as to what a cooperative 
marketing organization may accomplish. An outstanding example 
is furnished by the lack of understanding of the forces at work 
in the determination of prices. One hears on all sides that “ every- 
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one except the farmer fixes the price of the product which he has 
to sell ” and that the “ farmers must get together and fix the 
selling price of their products.” Many a fiery speech has been 
delivered, the gist of which has been that farmers should get 
together and fix prices on the basis of “ cost of production plus 
a fair profit.” No one questions the fairness of a price which 
will pay the efficient farmer a reasonable reward for his efforts. 
However, it is entirely proper to raise the practical question as 
to how a farmers’ organization in the first place is going to deter- 
mine upon the right price and, what is much more difficult, how 
it is going to force the payment of that price if it is out of line 
with the price justified by conditions of supply and demand. There 
is no particular satisfaction to be obtained from fixing a price if 
that price is such that no one can be found who is willing to pay it. 1 

Limitations on the ability of farmers’ organizations in fixing 
prices for the products of their members are pointed out in Chap- 
ter XX. No additional discussion of these questions appears neces- 
sary in this connection except to emphasize the fact that cooperative 
marketing organizations must rely on the performance of some 
definite service outside of the field of arbitrary price fixing if they 
are to succeed permanently. Let there be no misunderstanding 
of the intent of these statements. It is not contended that organ- 
ization of farmers cannot influence prices. They often increase the 
farmers’ returns materially through improving marketing methods, 
by increasing the demand and building up new outlets, by bar- 
gaining activities in instances where unduly low prices have been 
established, and in similar ways. These represent definite services 
and are not in the nature of mere arbitrary price fixing. Prices 
in general are dependent upon supply and demand, and farmers’ 
organizations, in the long run, can affect prices only to the extent 
that they are able to influence factors of either supply or demand, 
or to bring about improvements in methods which will result in 
economies and consequent savings to the members, or to remove 

1 Some wheat growers went through this experience in 1920 when they 
followed the advice of certain organization leaders and held their wheat 
for $3 a bushel. Instead of receiving this price they had to take a con- 
siderably lower price than if they had not held their grain. 
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obstructions which may be interfering with the operations of the 
law of supply and demand. Farmers must understand and appre- 
ciate fundamental economic principles and their influence upon 
marketing, in creating associations which will stand the test of time. 

Jealousies Among Farmers’ Organizations. — The coopera- 
tive movement among farmers in the past has by no means 
been free from misunderstandings and jealousies. This has been 
especially true in the case of general farmers’ organizations. While 
the purposes of these general organizations have been similar, proper 
coordination of effort has not always existed. Cooperative market- 
ing movements initiated by one organization or group of organiza- 
tions may fail to obtain the support of other organizations in the 
same territory because of this situation. Counter movements, in 
fact, are started at times. The united support of all the farmers 
interested is highly important in a marketing organization and 
it is unfortunate that the spirit of rivalry, which exists in places, 
often makes it difficult to unite all such farmers in one business 
movement. Leaders in general farmers’ associations have shown 
a greater disposition to work together in recent years, but there is 
still room for improvement along this line. 

Need for Leadership. — The development of cooperative mar- 
keting can take place only us rapidly as leaders are developed. 
Cooperative marketing organizations require able leadership. An 
organization in one place will be very successful while an organiza- 
tion at another point where conditions appear equally favorable 
may fail because the necessary leadership is lacking. The training 
of men for agricultural leadership and the development by them 
of constructive ideas and ideals along organization lines is of vital 
importance. The organizations now in operation are aiding in 
the development of leaders not only among their own members but 
also in the case of others who watch and study these developments. 

Field for Future Organization. — The talk of national and 
regional organization might lead someone not acquainted with the 
actual situation to conclude that farmers are rapidly becoming 
entirely organized. While there are thousands of marketing organ- 
izations among farmers, there are still many farmers and localities 
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which have not availed themselves of cooperative marketing. Future 
years will witness a continued growth in numbers of marketing 
organizations at local points and in the establishment of central 
organizations for areas having similar problems. Progress will be 
made in the development of organization plans. Farmers are think- 
ing and talking cooperative marketing in such a way that they 
are rapidly gaining clear conceptions of the essentials and possi- 
bilities of cooperative marketing. Educational institutions and 
agencies are aiding by their investigations and courses of instruc- 
tion in the field of cooperative marketing. Men are becoming 
trained in the business management of cooperative marketing asso- 
ciations, and this means much for the future development because 
poor management has been a frequent weakness in the past. Much 
progress can still be made in increasing the efficiency of existing 
associations. Weaker organizations include many which are doomed 
to fail. Those which continue operations will learn and grow 
stronger by experience. There is so much of value in cooperative 
marketing on an effective business basis that the future prospects 
are indeed very bright for cooperative associations formed to render 
specific services in the marketing of farm products. 

QUESTIONS 

1. Discuss the conditions which may result in some reverses in coopera- 

tive marketing. 

2. Why is it likely that rapid expansion in the cooperative movement may 

produce set-backs? 

3. Why is it important to try to foresee difficulties which may arise in 

the future? 

4. Discuss the results of over-enthusiasm and extravagant claims. 

5. Why is it important to understand the operation of economic laws? 
fl. What must the organizations rely on in order to be successful? 

7. Discuss jealousies among farmers’ organizations and their leaders, 
ft. Why is leadership essential? 

9. Discuss the field open for future developments in cooperative marketing. 
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Organization Contracts. — The contracts employed by market- 
ing associations contain much information regarding the methods 
of the organization. Naturally, the contracts employed vary greatly 
in form and content. The ones which are given below are repre- 
sentative of certain types. 

The agreement between the California Fruit Growers’ Ex- 
change and its district exchange, and the form used by the dis- 
trict exchanges and the local associations, have been included not 
only because of the wide-spread interest in this organization but 
also because these forms contain many suggestions which will be 
found helpful. 

Agreement Jietween California Fruit Growers’ Exchange and its 

District Exchanges 

This AGREEMENT, Made this by and between the 

California Fruit Growers’ Exchange, a corporation organized under the 
laws of California, party of the first part, and certain corporations allili- 
ated with the party of the first part, and who execute this agreement, 
parties of the second part: 

Witnesseth: That, Whereas, it has been deemed necessary by the 
parties of the second part to associate themselves together, and cooperate 
in the matter of developing the citrus industry and marketing its products 
for the following named: 

Principal Purposes and Objects. — To lessen the cost of marketing 
by creating agencies who will act for each member. 

To insure the collection of sales. 

To facilitate the collection of damage claims. 

To encourage the improvement of the product and the package. 

To increase the consumption of citrus fruit by developing new markets 
and to aid in supplying all the people witli good fruit at a reasonable price. 

To secure a fair and just government of all bodies ulliliated with these 
parties, democratic in principle and through which at all times all policies 
shall lie controlled hv the ma jority will of the shippers connected therewith 
in just proportion to shipments made. That the business engaged in, being 
interstate in eharacter, to secure at all times full compliance with the laws 
of the United States concerning interstate commerce, and to that end 
prevent any organization connected therewith from having any power or 
authority in contravention of the laws of the United States concerning 
such business. The general plan being to unite in securing those results 
which are beneficial to all alike, but at the same time preserving to each 
shipper complete independence of action as to all of his shipments. 
Thereupon the following stipulations are agreed to in lieu of all pre- 
vious agreements. 

First — The party of the first part shall he considered the general agent 
of all the parties of the second part in all matters concerning the market- 
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in" of citrus fruit, anil such other matters as are incident thereto within 
the limitations hereinafter provided, with power to provide a suitable place 
for doing business. 

To elect or appoint a suitable official force to supervise the business, 
at such salaries as may from time to time be considered proper by the 
directors of the party of the first part. 

To employ a force of sales agents stationed at various points through- 
out the United States, Canada, and such other countries as may be decided 
upon as will be sufficient to dispose of the products of the second parties 
in all available territory. 

To organize and maintain a claim department for the handling of 
all claims. 

To maintain a legal department to take care of the necessary liti- 
gation, and furnish advice to the various organizations connected herewith. 

To maintain an advertising bureau for the purpose of stimulating 
consumption and demand. 

To create any other department, or incur any other expense which may 
be deemed necessary by the board of directors of the party of the first part 
to protect all those interests of the parties of the second part of a general 
nature, and which will affect all alike, within the scope of the duties of 
the first party as herein provided. 

Cooperation. — It is agreed that all of the information obtained by 
the party of the first part; all of the facilities established by it; all of the 
books or records maintained by it; all of the agencies, both general or 
local, shall always be at all times available to the second parties, or their 
accredited representatives. 

The second parties will at all times cooperate for whatever object may, 
within the law, be deemed to be for the general good. They will each and 
all abide by and be bound by all the contracts, agreements and sales made 
by the party of the first part for any member of such organization, and 
will promptly ratify any action taken by the party of the first part, or any 
of its authorized agencies in behalf of any or all of the parties of the 
second part within the scope of the authority of such agencies. 

Life of Agreement. — This agreement shall lie effective September 1, 
1!)‘20, and shall continue in force and effect until the first day of September, 
1040, and during that period the parties of the second part and all associa- 
tions, corporations, partnerships, or individuals connected with such second 
parties, or shipping through such second parties, or any of them, will ship 
all their citrus fruits through the party of the first part and the market- 
ing agencies by it established, and for such period of time will consign all 
shipments to the party of the first part, at some point where the said party 
of the first part has representation, through and by the local exchange with 
which each association is affiliated; provided, however, that any party to 
this agreement may withdraw therefrom on the first day of September of 
any year, and be no longer hound by the stipulations herein agreed upon, 
by filing a written notice of withdrawal with the party of the first part, 
ten days or more before any such date, and each of said parties of the 
second part agrees that if it shall at any time during the life of this 
agreement fail to ship all its citrus fruits as hereinbefore agreed upon, or 
shall dispose of all or any of it elsewhere, or otherwise than as herein 
agreed upon, that it will forfeit and pay as liquidated damages to the party 
of the first part, an amount equal to twenty-five cents a box on all such 
citrus fruits which are, or may be shipped or sold otherwise than as 
stipulated in this contract, providing the first party was ready and willing 
to receive and handle such fruit. 

17 
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Reserved Rights of Shippers. — It is understood, however, that each 
shipper reserves to itself the right to regulate and control its own ship- 
ments, to use its own judgment, and decide for itself when and in what 
amounts it shall ship; to what markets it shall ship; where its products 
shall be sold, and, except at auction points, the price it is willing to receive. 
Fully reserving the right of free competition with all other shippers, 
including other members of this organization, unhampered and uncon- 
trolled by anyone. 

Expenses. — First — All fruit, however sold, shall be assessed alike per 
box in proportion to the carriers' estimated weight to pay salaries and 
expenses of the general manager, division managers, and their assistants 
and all employees, rents and expenses of the Los Angeles ollice of the party 
of the first part, including all telegrams and general items of expense, such 
as printing, supplies, inspection of fruit, etc.; also to pay the expense of 
establishing a claim department for the purpose of making and collecting 
claims against railroad companies and other corporations and individuals, 
including the salary of a claim agent and all necessary assistants and 
clerks and all other necessary expense; also to pay all necessary legal 
expenses including salaries of one or more attorneys for necessary legal 
advice, and all legal expenses necessary to prosecute claims and suits in 
courts, both federal and state, and before the Interstate Commerce Com- 
mission; also to pay all expenses of proper and judicious advertising for 
the purpose of extending and increasing the sale of the citrus fruit of the 
parties of the second part; also to pay all proper expenses of extending the 
sale of said fruit in foreign countries, and all other necessary and proper 
expense that may be incurred in protecting and furthering the interests of 
the said parties of the second part, excepting that fruit sold by the local 
exchanges at their expense and risk, either at auction or at private sale, 
at such points as the board of directors may from time to time determine, 
shall be excluded from these charges and assessed an arbitrary charge to 
be fixed by the board of directors of the party of the first part. 

Second -All fruit sold, at auction or on commission, except as herein- 
before provided, shall, in addition to expense named in first paragraph, be 
assessed alike per box in proportion to carriers’ estimated weight, to pay 
the salaries and expenses of agents, inspectors, and other expenses as may 
accrue in auction agencies. 

All auction and commission charges shall be borne by the respective 
shipments and deducted from the proceeds of sale of each car or shipment. 

Third — All fruit sold otherwise than herein provided shall, in addition 
to expense named in first paragraph, be assessed alike per box in proportion 
to carriers’ estimated weight, to pay all expenses connected with the mar- 
keting of the same not provided for in subdivision Xo. 1 of this article, 
including all salaries, brokerages, office and incidental expenses of the 
various agents (not including auction agency expenses). 

Assessments. — The said party of the first part shall make a state- 
ment within thirty days after the first day of September of each year, and 
a readjustment of such statement once a month, covering all shipments for 
that season, made up to the time of the statement or readjustment, and 
levy an assessment on the parties of the second part, according to the num- 
ber of boxes shipped. Such assessment shall be due within three days from 
date on which it is made. In the event of failure to pay any such assess- 
ment within ten days from its date, the party of the first part may refuse 
to handle any fruit for the delinquent party until all assessments past due 
have been paid. 

Bonds of Agents. — Agents shall he selected and emploved by the 
party of the first part, on salaries or brokerage, and each shalfbe required 
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to furnish a satisfactory bond in some responsible guarantee company for 
the faithful performance of his duties. 

Information as to Prices. — The party of the first part shall require 
its agents to keep it fully informed as to the condition of the market, the 
arrival and condition of the fruit, the wholesale and retail prices of fruit 
in their respective districts, and furnish such other information as may be 
required of them, and such information shall be immediately transmitted 
by said party of the first part to all the parties of the second part. 

Quotations by Second Parties. — No schedule of prices or quotations 
shall be issued or be distributed by any of the parties of the second part, 
except through the party of the first part. 

No Special Agents. — None of the parties of the second part shall 
employ any traveling man, agent or solicitor for the sale of its fruit. 

Copies to Second Party. — Copies of all correspondence or other mat- 
ters in any way affecting the interests of the parties of the second part 
shall be promptly forwarded by the respective agents to the parties of 
the second part whose interests are involved. 

Money Direct Second Parties. — The party of the first part shall 
cause the fruit furnished by said several parties of the second part to be 
sold for the account of the party of the second part furnishing the fruit, 
and full report and account sales shall be promptly rendered therefor, and 
payment of money made direct to the party of the second part shipping 
such fruit, and a copy of the account sales shall be rendered to the party 
of the first part. 

Estimates. — Each of the parties of the second part shall furnish to 
the secretary of the party of the first part an estimate of the number of 
cars of each variety of fruit controlled by said second party as often as 
called for by the board of directors of said first party. 

Responsibility of First Party. — The party of the first part agrees to 
use its best efforts to sell, market, and dispose of the fruit belonging to 
said parties of the second part, as aforesaid, but it is expressly agreed 
between the parties hereto that the said party of the first part in the sale 
and disposal of said fruit acts only as an agent of the said parties of the 
second part and shall not be liable for any loss that may result in dis- 
posing of such fruit, except as herein provided. Provided, however, that 
the party of the first part in the selling, marketing, and disposing of the 
said fruit shall have the right to establish one or more grades or brands 
and to prescribe the standards of quality and pack of fruit to be marketed 
under such grades or brand, and to permit the parties of the second part 
to market their fruit under such grades or brand upon compliance by such 
parties of the second part with the rules and regulations so established. 

Losses. — The only losses assumed by the party of the first part are 
those arising from financial failures or default of purchasers after having 
positively accepted the fruit, and which default is not due to complaint of 
the buyer of the quality, condition or grade of the shipment, and these 
losses shall be assessed to the parties of the second part upon a percentage 
based upon the gross f. o. b. returns for the year. 

Claims. — The party of the first part shall maintain a claim depart- 
ment for the collection of all claims against railroads and transportation 
companies, and at the request of any of the parties of the second part, the 
party of the first part shall to the best of its ability collect and prosecute 
on behalf of the party in interest any claim for overcharge or loss and 
damage not herein provided for, and also, upon the approval of its board 
of directors, bring suit and prosecute the same in the courts, all at the 
expense of the party of the first part. 
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Interests of Parties. — All matters of business involving the interests 
of the parties hereto not herein specified, shall be determined by the said 
party of the first part, or by a meeting of representatives from said parties 
of the seeond part, as hereinafter provided. 

Board of Representatives. — To aid in carrying out the provisions of 
this agreement, a board of representatives is hereby created, to which each 
of the exchanges, parties of the second part, shall be entitled to appoint 
one representative, to hold at the pleasure of the appointing party, such 
party having the right to remove or change its representative at any time; 
provided, that all appointments, removals and changes shall, by the party 
making the same, be certified in writing to the party of the first part, 
and shall take effect when so certified. The representatives so appointed 
shall constitute such board, and its due organization and powers shall not 
be affected by the failure of any party to make or certify its appointment 
of a representative. The president of the California Fruit Growers’ Ex- 
change shall be ex-officio chairman of said board, blit in case of his absence 
or failure to perform his duties as such chairman, the board shall elect 
a chairman for the time being. The board shall elect its own secretary, 
who shall keep a record of its proceedings. 

Meetings of said board of representatives shall be immediately called 
hy the acting secretary of the board of directors of the California Fruit 
Growers’ Exchange at the request of any two members of said board. Said 
meetings shall bo held in the office of the party of the first part at eleven 
o’clock a.m. on the next regular meeting day of the board of directors of 
the party of the first part. Notice of said meetings to lie given to all the 
representatives of the parties of the second part by notice through the 
United States Post Office mailed on the day of calling such meeting. 
Representatives of a majority of the total shipments of the previous season 
at any meeting called as herein provided, shall constitute a quorum. 

Said board shall have the supervision of all matters pertaining to 
carrying out the provisions of this agreement, as advisory to the board of 
directors of the party of the first part; and upon request of any two 
members of said board of directors, any question as to carrying out any 
of the provisions of this agreement shall, by said board of' directors, be 
referred to said board of representatives. 

At any meeting of said board of representatives, upon demand of any 
representative, the vote on any question under consideration shall lie taken 
upon a percentage basis, in which case each representative shall have the 
same percentage of the total vote as the party appointing him shipped of 
the total of all fruit shipped by the parties of the second part hereto for 
the year ending August 31st last prior to said meeting. 

When any vote on any question pertaining to the carrying out of any 
provision of this agreement shall have been taken by said board of repre- 
sentatives, the fact of such vote and the result shall be certified to the 
board of directors of the party of the first part and the California Fruit 
Growers’ Exchange shall take notice of the result of such action as instruc- 
tions from the second parties to the contract and carry on the business 
as directed by such vote of the representatives of said seeond parties. 

Parties May Sign Separate Instruments. — This agreement may be 
executed in one or more parts, and each part shall be deemed an original, 
and all parts together shall constitute one original instrument. 

Associations and Growers’ Contracts. — Each party of the second 
part agrees to furnish to the party of the first part' a copy of the 
contracts between associations and growers or the local exchange’ and the 
growers or associations, each of which contracts shall in terms ratify 
thiB agreement. 
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In Witness Whereof, The said corporations have each hereunto 
caused its corporate name and seal to be affixed by its president and 
secretary thereunto duly authorized by resolution of its board of directors 
duly passed and adopted. 

CALIFORNIA FRUIT GROWERS’ EXCHANGE 
Actual date of signing 


( Seal j 

By 



By 

Secretary. 

(Seal) 

By 



By 

Secretary. 


Agreement Between District Exchange and Local Association 

This Agreement, Made and entered into this by 

and between the — , a corporation duly organized and 

existing under the laws of this state, with its principal office in , 

California, the party of the first part, and the other corporations and 
parties who sign this agreement, the parties of the second part. 

Whereas, The system of marketing and handling citrus fruits devised 
by the California Fruit Growers' Exchange has been approved by the parties 
hereto as a satisfactory system of cooperative marketing; jVot c, in con- 
sideration of the foregoing, the parties of the second part do hereby sev- 
erally agree to market all fruit now controlled by them or that may here- 
after come under their control during the term of this agreement through 
said first party, it being understood and agreed that the said party of the 
first part has entered into an agreement with the California Fruit Growers’ 
Exchange for the sale of said fruit in accordance with the generul plan 
adopted by said exchange, to which plan and agreement reference is hereby 
made, and the same is hereby made a part of this agreement. 

The said party of the first part is hereby authorized to retain from the 
net proceeds rendered to it by the agents of the California Fruit Growers' 
Exchange, or from any other sales of fruit under this agreement, such sum 
of money as their board of directors may from time to time designate or 
deem sufficient to cover the expenses incurred in making such sales. Should 
the actual expenses incurred by the said party of the first part during the 
term of this agreement amount to less than the fund so retained, then 
the surplus shall be refunded to the said parties of the second part, accord- 
ing to the number of boxes of fruit shipped by each, the board of directors 
adjusting the refund upon an equitable hasis. Should the actual expenses 
incurred by the said party of the first part during the term of this agree- 
ment amount to more than the fund so retained, then the said parties of 
the second part agree to pay an assessment to be levied upon them to make 
up the amount of the deficiency, said assessment to lie levied upon the 
number of boxes shipped by each of the said parties of the second part, 
but oranges, lemons and other citrus fruit, as well as auctions and agents’ 
sales, may be assessed on a separate basis, and for different amounts. 

Provided That, whatever difference, if any, is made by the California 
Fruit Growers’ Exchange in its charges for marketing oranges, lemons and 
other citrus fruit, respectively, shall be followed and carried out in the 
adjustment of moneys retained by the party of the first part from the said 
parties of the second part. 

The party of the first part ugrees to use its best efforts to sell and 
dispose of the fruit controlled by the said parties of the second part, but 
it is expressly understood that in so doing it acts only as the agent of 
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the Raid partieB of the second part, and assumes no responsibility or finan- 
cial liability therefor further than it agrees to turn over to the several 
parties of the second part, the cash proceeds of all sales of their fruit as 
soon as received, retaining the brokerage for expenses, as above provided. 

Each of the parties of the second part further agrees to pay to the 
party of the first part as liquidated damages the sum of twenty-five cents 
a, box on all citrus fruits controlled by it, which, through any fault of its 
own, it fails to deliver to the party of the first part, loaded on cars at 
shipping station of said party of the second part. 

This agreement shall he effective September 1, 1920, and shall continue 
in force and effect until the first day of September, 1940; provided, that 
any of the parties hereto may withdraw from and cancel this agreement 
during the first fifteen days of August in any year, by giving notice in 
writing during said period to the party of the first part. 

This agreement may he executed in one or more parts, and each part 
shall be deemed an original, and all parts together shall constitute one 
original instrument. 

In Witness Whereof, the said corporations have each hereunto caused 
its corporate name and seal to be affixed by its president and secretary, 
duly authorized by resolution of its board of directors, duly passed and 
adopted, and all other parties have hereunto signed their individual names 
and affixed their individual seals. 


(Seal) By President. 

By Secretary. 

(Seal) By President. 

By Secretary. 


Dairy Agreement. — The contract of the Dairymen’s League 
Cooperative Association, Inc,, given below, is representative of a 
form of agreement employed by several milk producers’ marketing 
associations. Marketing contracts of various other associations 
often include similar features. 

This Agreement, Made this day of , 

192—, between DAIRYMEN’S LEAGUE COOPERATIVE ASSOCIATION, 
INC., hereinafter known as the association, a membership corporation 
incorporated by and under the laws of the state of New York, and having 
its principal office and place of business at New York, N. Y., party of the 
first part, and , hereinafter known as the pro- 

ducer, party of the second part, for the purpose of acting as his agent in 
performing for him services connected with the production, manufacture, 
preservation, drying, canning, storing, handling, utilizing, marketing, and 
selling all of the milk and dairy products produced by him. 

Witnesheth: That in consideration of the outlays, and expenses in- 
curred and to be incurred by the association in providing means for hand- 
ling, manufacturing, and marketing the milk and dairy products of the 
producer as mentioned herein, the said parties have agreed to, and do hereby 
agree as follows: 

(1) The producer, wishing to avail himself of the facilities to be fur- 
nished for marketing his milk and dairy products when the association is 
equipped for same, hereby appoints the association his sales agent and as 
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such grants to it full power and authority to sell said milk in the fluid 
state, or in its discretion to manufacture the same into such products as 
it may from time to time determine, and to sell such manufactured prod- 
ucts, the proceeds of all such sales to be blended into one fund and distrib- 
uted as hereinafter provided. 

(2) The producer covenants and agrees to and with the association 
that if he at any time refuses or neglects to deliver such milk or the manu- 
factured product thereof produced or manufactured by him to the associa- 
tion, or upon its order, at such time and place as the association may 
direct, then and in that event in every such case the producer neglecting 
or refusing so to do will pay to the association for such refusal or default, 

the sum of ten dollars ($10) per cow for cows, and if such default 

or refusal shall continue for more than one month, an additional sum of 
three dollars ($3) for each cow per month, for the same number of cows, 
so long as such default or refusal continues, none of which payments are 
to be construed to be a penalty or forfeiture, but as stipulated liquidated 
damages as prescribed by Section 209-A of Chapter 065 of the Laws of 
1918 of the State of New York, and it is hereby agreed that the association 
will suffer by reason of such refusal or default. 

(3) Such milk shall be delivered by the producer to such shipping 
stations or other plants as the association may from time to time direct, 
and to he of such test and quality, delivered at such hours and produced 
under such sanitary and hygienic regulations as may be required by the 
rules and regulations of the association and the board of health, the city, 
and the laws of the state where the milk is produced and is to be Anally 
marketed. If the producer under the direction of the association manu- 
factures such milk, the products thereof to be cleanly and wholesome and 
in good marketable condition. 

(4) The producer will endeavor to follow the instructions of the 
association as to the proportionate quantities of milk produced during the 
several months of the year, in order that an adequate supply for consumers 
at all seasons of the year may be assured. 

(5) It is further agreed that in case the association fails to sell the 
milk of the producer as herein stated, that the producer will in each and 
every case manufacture such milk into such products as he may desire 
and deliver said manufactured product to the association upon its order 
for sale, or if directed by the association, will deliver such milk at such 
station or manufacturing plant as said association may direct. 

(6) It is mutually agreed between the parties hereto that the producer 
shall have the right to give away or retain for his own use such of his 
milk or other dairy products as lie may wish, but the producer shall not 
sell any products contracted to the association, to any outside party, 
except such products only as are offered to the association as herein pro- 
vided, and rejected by it, or upon written consent of said association. 

(7) It is further mutually agreed that if the producer is offered a 
price for his milk or dairy products in excess of the price then obtained 
by the association, said producer will turn over such offer to the association. 

(8) For direct loans made by the producer to the association to pro- 
vide initial capital, the producer shall receive a certificate of indebtedness, 
one-fifth of which with interest shall be retired each year from the special 
fund herein mentioned to be created. 

(9) The proceeds of all sales made by the association for the producer 
shall be paid for by the purchaser or purchasers thereof to the association, 
which proceeds, together with the proceeds of sales made by the association 
for other producers, shall be blended into one general fund; the association 
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to make distribution thereof after making the deductions hereinafter stated, 
and pay over such funds to the producer and to other producers in the 
same proportion that the quantities delivered by the several producers to 
the association for sale shall bear to the whole, so that the price received 
by the producer shall lie uniform with that paid other producers, regard- 
less of any variation or differences in the price received by the association 
from such sale for the several producers, subject to such equitable differen- 
tials as said association may from time to time establish. The association 
shall deduct from the proceeds of such sales such uniform percentages as 
they charge others for like services and which the said association may 
deem necessary to meet the expenses already incurred, together with such 
other sums as may he necessary to cover interest, overhead, depreciation, 
guarantees and all such other expenses as may be reasonably estimated as 
essential to be incurred, by the association in conducting its operations, for 
which no certificates are to be issued. 

(10) The said association shall also make further deductions to create 
a special fund to retire loans; to be used in building warehouses or other 
necessary buildings; to purchase land and buildings; to secure necessary 
equipment; to provide such working capital as said association may deem 
neeessary ; such deductions for the special fund to continue as long* as the 
producer delivers milk or milk products to the association for sale. After 
the close of each fiscal year, each producer shall receive a certificate in 
such form and payable at such time or times and at such rate of interest 
as such association may from time to time determine for all moneys which 
he has contributed that year to the special fund from the percentages levied 
on his milk and dairy products, as herein provided. 

(11) The producer agrees that said association may also receive the 
proceeds of sales of other producers, and that said deductions as herein 
specified shall be uniform as to each producer, so that each producer will 
receive the same price per unit subject to such equitable differentials as 
may from time to time be established by the association; distribution to 
be made by the association which is hereby appointed by the producer sole 
arbitrator of the distribution of said sums, and such distributions when so 
made shall be final and conclusive and binding upon the parties hereto. 
The producer, in the absence of fraud, hereby waives all bis rights in law 
or in equity to an accounting therefor, and this contract shall act as a bar 
thereto in any proceeding taken by the producer therefor. 

(12) All of the aforesaid distributions as herein provided are to be 
distributed to the producer on or before the twenty-fifth day of each and 
every month for approximately the amount realized from the milk and 
dairy products sold and paid for during the previous month, after the 
aforesaid deductions have been made; and as soon after the fiscal year as 
all of said milk and dairy products handled ns aforesaid have been sold 
and pay received therefor, full settlement is to lie made to the pro- 
ducers thereof. 

(13) The producer hereby authorizes the association from time to 
time and at all times when in its judgment such action will promote its 
efficiency, to borrow money in its name and to secure repayment thereof 
to pledge part or all of any unsold milk and dairy products, accounts 
receivable, notes receivable and trade acceptances in which the producer 
has any interest as owner or otherwise, the pledges to be first paid from the 
proceeds thereof. 

(14) It is further mutually agreed that the association may deduct 
from the proceeds of sales as herein provided, a further sum of one dollar 
($1) for each year, which shall be a subscription to the Dairymen’s 
League News. 
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(15J It. is further mutually agreed that this contract shall run con- 
tinuously unless cancelled by notice of either party to the other between 
the twelfth and the twenty-eighth day of February, both inclusive, of any 
year, which notice shall be in writing and become effective on the first day 
of April then next ensuing, subject to any right or lien which the associa- 
tion has against the producer of his property until his indebtedness to the 
association is fully paid, and subject to the rules and regulations prescribed 
by the by-laws of the association. 

In Witness Whereof, the parties have hereunto subscribed their 
names and affixed their seals, the day of , 192 — . 

DAIRYMEN’S LEAGUE COOPERATIVE ASSOCIATION, INC. 

By 

Producer. President. 

(Seal) 

Tobacco Agreement. — The agreement which follows is the 
form used in the hurley tobacco district in the establishment of 
the cooperative marketing association. As will be noted, this agree- 
ment includes an organization agreement as well as a marketing 
agreement. Such a form is used in cases where the organization 
is not definitely formed until the agreements have been signed. 
This necessitates a more elaborate form of agreement as the essen- 
tial features of the organization to he formed as well as the market- 
ing agreement must be included. The Burley Tobacco Growers’ 
Cooperative Association agreement is very similar to that employed 
by the tobacco growers’ associations in the Carolinas and the one 
in western Kentucky and Tennessee as well as various cotton associ- 
ations, western grain associations and other organizations formed 
along similar lines. 

Burley Tobacco Growers’ Cooperative Association Agreement 

We Organize a Non-profit Cooperative Association to Sell Our 
Tobacco Intelligently. — The undersigned propose to organize a non-profit 
association, without, capital stock, for the purpose of promoting, fostering, 
and encouraging the business of marketing tobacco cooperatively; for re- 
ducing speculation; for stabilizing the local tobacco markets; for coopera- 
tively and collectively handling the problems of tobacco growers; and for 
other pertinent purposes. 

We Agree with Each Other — No Outsiders in This Contract. — 

We, the undersigned, in consideration of the premises and of our mutual 
undertakings and of the agreement of each and every party hereto, do 
hereby agree as follows, each for himself and collectively for the express 
benefit of and as the association to be. organized : 

We Agree to be Members. — (1) We will become members of the 
Burley Tobacco Growers’ Cooperative Association, a non-profit association, 
without capital stock, to be organized under the laws of the state of North 
Carolina. We agree individually and collectively that the directors of the 
association to be organized may reincorporate the association under the 
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laws of the state of Kentucky when suitable legislation is enacted in 
this state. 

Only Growers or Landlords Who Have Tobacco to Sell Can be 
Members. — (2) The association may include in its membership any tobacco 
grower, including the landlord or tenant or lessor or lessee of land on which 
tobacco is grown, provided the landlord or lessor receives all or part of the 
rental in tobacco. 

Will Have Twenty-five Directors — The Office Will be at Raleigh, 
N.C., or Lexington, Ky.— (3) The affairs of the association shall be con- 
trolled by a board of twenty-five directors; and the legal office of the 
association shall be at Lexington, Kv., or at Raleigh, N.C.; and the chief 
operating office shall be at Lexington, Ky. 

Twenty-two Directors are Tobacco Growers — There Will be 
Twenty-two Districts. — (4) (a) The members shall elect twenty-two 

directors from among members actually residing in and growing tobacco 
in districts to be fixed equitably by the organization committee on the 
basis of the tobacco produced by the members actually signed up prior 
to incorporation. 

Each district shall include approximately the same estimated produc- 
tion as any other district; but counties within each district shall be 
kept intact. 

The twenty-two directors, by a two-thirds vote, Bhall choose three 
directors at large, one from each of the states of Kentucky, Indiana, and 
Ohio, to represent the interests of the public on the general board. These 
directors need not be growers of tobacco and may take part in all the 
discussions in the directors’ meetings. Any of these directors who are 
actual growers of tobacco and, if they are growers, are also members of 
the association, shall have a vote upon all subjects coming before the board 
of directors. 

Members Shall Hold Primary Elections to Choose Delegates — 
Delegates Shall Select Directors in Each District. — (5) (a) The mem- 
bers in each county in each district shall meet annually for a primary 
election, to be held in the county and conducted, as, where, and when 
specified by the directors; and shall select one delegate for every million 
or major fraction of a million pounds of tobacco represented in* the pre- 
ceding year by the members in each county. The said delegates shall then 
meet where, when, and as instructed by the directors and shall select one 
member in each district to be presented as the nominee to represent such 
district. Such nominee must be elected as director at the general meeting. 

Voting by Mail. — (b) If unable to attend, the members may vote at 
such primary meeting by mail on a signed ballot prepared under directions 
of the board of directors. 

The first primary to select incorporating directors shall be held within 
thirty days after announcement of the completion of the minimum sign-up 
herein provided for. 

District Always to Have Fair Representation. — (6) The organiza- 
tion committee, at least twenty days before the first primary meeting, and 
the directors, by a majority vote, at least twenty days prior" to all succeed- 
ing primary meetings, shall fix and specify or change the said districts and 
the counties included therein so as to maintain at all times fair and 
equitable representation of the tobacco-producing counties and districts 
included in the membership. 

Board Will Have an Executive Committee. — (7) The board shall 
appoint an executive committee of five directors to conduct the affairs of 
the association, subject to the general control of the board of directors. 
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Local Branches Will be Maintained. — (8) Informal local branches 
of the association shall be created and maintained in every district, county, 
and central loeulity. Each district shall have its own officers, who may 
attend the meetings of the board of directors and act in an advisory capacity. 

The association will provide uniform rules for such branches. 

One-Man-One-Vote. — (9) Every member of the association shall 
have one vote. 

Entrance Fee, $5 — Cash, Tobacco, or Note. — (10) Every member 
shall pay an entrance or organization fee of $5. 

Association Will Have Suitable Articles of Incorporation and 
By-laws. — (11) The association shall confine itself to the problems and 
marketing of tobacco and tobacco products only, and for its members only. 
It shall have suitable articles of incorporation and by-laws stating the 
purposes and powers of the association ; the rights and duties of members ; 
manner of forfeiture of membership; value of property interest on with- 
drawal and any other necessary, pertinent and important points of organiza- 
tion as determined by the organization committee or the board of directors. 

Organization Committee. — (12) The association shall be organized 
by an organization committee composed of the following: [Forty names']. 

This committee may increase its membership from time to time as may 
l>e deemed necessary. The committee may elect new members in place of 
any who may resign or be unable to act and take such steps as it may deem 
advisable to secure subscribers for this agreement and members of the 
association. There will be an executive committee of five members to 
conduct the detailed affairs of organization work. The executive committee 
shall be made up of Robert W. Bingham, Ralph M. Barker, .Tames C. Stone, 
W. E. Simms and John T. Collins. It will be the duty of the executive 
committee to open headquarters, incur necessary obligations, make neces- 
sary expenditures and do any and all things incident and necessary to the 
executive work of carrying on the membership campaign. It will have all 
the powers of the full organization committee. 

Seventy-five Per Cent of the Production in Kentucky, Indiana, 
Tennessee and Ohio Must be Signed up. — (13) (a) If by November 1, 
1922, signatures of tobacco growers or persons eligible for membership, 
covering at least three-fourths of the aggregate production of hurley 
tobacco in Kentucky, Indiana, Tennessee, and Ohio in 1920, shall not have 
been secured for this agreement, the organization committee shall so notify 
every subscriber at his address noted below, prior to November 15, 1922, 
and his signature and the agreement signed by birn Bball be deemed cancelled. 

Binding Agreement. — (b) If the signatures of the growers of the said 
three-fourths Bhall be secured by the said date, November 1, 1922, then 
this agreement shall be binding upon all the subscribers in all of its terms 
and there Bhall be no right of withdrawal whatsoever. 

Starts with 1921 Crop if You Secure the Sign-up. — (c) If the said 
three-fourths is secured prior to November 15, 1921, the organization com- 
mittee shall notify all subscriliers and proceed to organize the association 
as soon as practicable, and shall handle, in addition to the crops set out 
in the marketing agreement, whatever of the 1921 crop the grower has on 
hand, free of lien, at the date of notice of incorporation of the association. 

Statement of Committee Conclusive. — (d) For all matters of pro- 
duction or signatures and for all statements of fact in connection herewith, 
the written statement of the organization committee, signed by its chair- 
man, shall be absolutely conclusive, with or without notice to the subscriber. 

Committee Keeps True Accounts. — (14) The organization committee 
shall keep a full, true and detailed account of expenditures, including 
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salaries, fees and cost of every kind and shall have such accounts audited 
and render a written report thereof to the board of directors of the associa- 
tion when organized; and shall thereupon turn over to the association any 
balance remaining in Ur hands and free of obligation. If it is not so 
organized, such balance shall l>e prorated among the signers hereof. 

Committee Authorized to Go Ahead. — (15) (a) We do hereby 
authorize the organization committee, as the representative of all the sub- 
scribers, to take such steps as it may deem proper, especially in Kentucky, 
Tennessee, Ohio, Indiana, West Virginia and other hurley tobacco-growing 
states, to secure subscribers hereto; and, when the adequate number has 
been secured, to hold primary elections and have the signers select delegates 
to elect the organizing directors from among growers subscribing hereto, 
together with three public directors, conforming as closely as possible to 
the provisions of paragraph four; und to take all steps necessary and 
advisable to organize the association. 

Association to Keep up Organization Work. — (b) The association 
when organized shall make every reasonable effort to secure signatures of 
additional growers to the standard marketing agreement. 

How You Secure, Finance, and Control Any Plants You May 
Need for Curing, Drying, Processing, or Storing Any Tobacco. — (16) 
(a) After due investigation, the association may cause a warehousing or 
other corporation to be organized in any community or district, or gen- 
erally where any such need is indicated, by written request of at least 
one hundred members, for the purpose of leasing, purchasing, or construct- 
ing and operating warehouses, drying or curing plants, storehouses or 
factories, or other places, to handle, treat., process, manufacture and ware- 
house or store any or all of the tobacco delivered by members of the 
association. The association, in all such cases, shall endeavor to acquire 
or lease existing warehouses and plants, especially where they are owned 
by growers. 

Appropriate Name. — (b) Such corporation shall have an appropriate 
name, indicating the district; and shall have common capital stock and 
preferred capital stock in amounts estimated ns sufficient for their purposes 
by the directors of the association. 

Association Cannot Put up Any Plants Against Desire of Mem- 
bers. — (c) The association shall send a written notice to every member in 
that district or generally, notifying the members of the intention to organ- 
ize such a corporation, specifying the amount of capital stock involved; 
nature of plants; location of plants and specific purposes. 

The members shall have two weeks within which to signify their dis- 
sent or disapproval of such a plant. If within two weeks of the mailing 
of such notices by the association the majority fail to file written notices 
of such disapproval or dissent the association shall proceed with its pro- 
gramme and shall organize the corporation as indicated. 

Common Stock Has All the Voting Power — Only Members Can 
Own This. — (d) The authorized common stock shall exceed in amount 
the authorized preferred stock. The common stock shall be sold only to 
members of the association at par; but no member shall purchase originally 
or directly more than one share or enough to qualify as a director. The 
common stock shall have all the voting power of the corporation. 

Preferred Stock Has No Vote, but Has Guaranteed Dividends — 
Anybody Can Buy Preferred Stock. — (<*) The preferred capital stock 
shall be divided into five equal classes, all bearing eight per cent cumula- 
tive dividends and having similar preferences, subject to retirement with a 
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bonus of two per cent at the rate of one class or one-fifth thereof annually, 
beginning June, 1923. 

The preferred stock may lw? sold to any person, firm, or corpora- 
tion whatsoever. 

Limitation on Stock Issues is Approximately Two-fifths of a Cent 
a Pound Each Year. — (fj The original issue of preferred stock, including 
all five classes, shall not exceed two cents for each pound of tobacco of 
the 11120 crop covered by the membership of that district; but this amount 
may be increased proportionately as the membership increases. 

Function of Corporation and Relations to Marketing Organiza- 
tion. — (g) The association shall make a cross-contract with the corpora- 
tion, providing substantially as follows: That the corporation shall 

handle, process, dry, cure, condition, manufacture, treat, store, ship and 
deliver, all as required und directed by the association, the tobacco deliv- 
ered to it by and at the order of the association. Such service will be on 
a non-profit basis; and the corporation shall receive therefor only the 
actual costs of such operations and amounts, apportioned over the opera- 
tion of any one season, sufficient to pay a dividend of eight per cent on 
the oustanding common stock and the dividend on the outstanding pre- 
ferred stock and to retire each of the five calendar years, beginning with 
1923, one-fifth of the preferred stock, or one class thereof; and sufficient 
amounts for taxes, insurance, depreciation, betterment and commercial and 
secondary charges, all as the directors of the association may instruct and 
limit the corporation and not otherwise. 

The corporation will agree to do no buying or selling of 
tobacco whatsoever. 

Public Warehouses. — (h) Any warehouse shall be conducted as a 
public warehouse, with such charges a* may l>e imposed through an official 
body or with such charges as are generally prevalent in the district; and 
any profits made from such operation as a public warehouse shall be 
utilized for payment of overhead expenses of the corporation. 

How You Retire Preferred Stock. — (i) The association will retire 
each class of preferred stock and pay the dividends on the stock by deduc- 
tions from the marketing proceeds of the members generally or within the 
respective districts in which or for whose use or benefit the warehouses, 
etc., are acquired or built and operated. 

If, however, any central plants are purchased, constructed or leased, 
or operated for the general benefit, of several or all of the districts, such 
deductions shall be made from the proceeds of the several or all districts, 
as the directors may determine conclusively, to conform to the general 
extent of the beneficial purpose. 

Growers Get Credit for All Deductions to Retire Stock. — (j) As 

the preferred stock is retired the association will calculate the value of 
the contribution from each grower’s tobacco toward such retirement and 
toward payment of dividends on the common and preferred stock; and the 
corporation will credit and issue from time to time to each such member 
common stock in an equivalent amount, at the book value thereof, as con- 
clusively established by the directors of the corporation as soon as the 
aggregate deductions equal the book value of one or more shares. 

Marketing Agreement is Here Accepted. — (17) (a) The subscriber 
agrees ( 1 ) to execute, when requested by the association, a marketing 
agreement in terms substantially the same as those set forth in the agree- 
ment herewith embodied; or (2) at the option of the board of directors to 
be bound by the terms of the following marketing agreement, 
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For such purposes signature to this association contract shall be 
deemed to all effects the same as signature to the said marketing agreement 
and as acceptance of the exercise of such option by the board of directors. 
Notice thereof shall be mailed to each subscriber at his address noted below. 

This is an Application for Membership. — (b) The subscriber here 
applies for membership in the association when organized and expressly 
agrees that his signature to this association contract and to the marketing 
agreement, herewith embodied, and to this application for membership shall 
be irrevocable, except as provided in paragraph thirteen; and that he so 
agrees, in order to induce other growers to sign this agreement for his 
benefit as well as their own general benefit and the public welfare. 

Acceptance of this application for membership and of the marketing 
agreement shall be deemed conclusive, upon the mailing of the notice by 
the association; and such mailing and notice shall be conclusively estab- 
lished by the affidavit of the secretary of the association. 

Burley Tobacco (/rowers’ Cooperative Association Marketing Agreement 

Members’ Agreement with the Association. — The Burley Tobacco 
Growers’ Cooperative Association, a non-profit association, hereinafter 
called the association, first party, and the undersigned grower, second 
party, agree: 

This is for Cooperative Marketing.— ( 1 ) The grower is a member 
of the association and is helping to carry out the express aims of the 
association for cooperative marketing, for minimizing speculation and waste 
and stabilizing tobacco markets in the interest of the grower and the 
public, through this and similar obligations undertaken by other growers. 

Grower Sells Tobacco to Association for Five Years. — (2) The 
association agrees to buy and the grower agrees to sell and deliver to the 
association all of the tobacco produced by or for him or acquired by him 
as landlord or lessor, during the years 1922, 1923, 1924, 1925, and 1926. 

If You Have a Crop Mortgage, That Tobacco Does Not Have to 
Go to the Association if You Can’t Control It. — (3) The grower ex- 
pressly warrants that he has not heretofore contracted to sell, market, or 
deliver any of his said tobacco to any person, firm, or corporation, except 
as noted at the end of this agreement. Any tobacco covered by such exist- 
ing contracts or crop mortgage shall be excluded from the terms hereof for 
the period and to the extent noted, if the lion-holder insists upon the 
exercise of any right of possession or sale. 

The Association Tells You Where to Deliver. — (4) (a) All tobacco 
shall lie delivered at the earliest reasonable time after cutting or curing, 
to the order of the association, at the warehouse or plant controlled or 
specified by the association; or at the nearest warehouse, if the association 
controls or specifies no warehouse or plant in that immediate district; 
or by shipment, as directed, to the association; and by delivery to the 
association of the indorsed warehouse or other receipts or bills of lading, 
properly directed. 

Poor Tobacco is Penalized. — (b> Any deduction or allowance or loss 
that the association may make or suffer on account of inferior grade, 
quality, or condition at time of delivery shall be charged against the 
grower individually. - # 

Association Will Try to Standardize Methods.— (c) The association 
shall make rules and regulations and provide inspectors or graders to 
standardize and grade the quality and method and manner of handling, 
curing, and shipping such tobacco and the grower agrees to observe any 
such rules and regulations and to adopt the grading established by the 
state and federal authorities and the association. 
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All Tobacco Will be Pooled for Each Year by Type and Grade. — 

(5) The association shall pool or mingle the tobacco of the grower with 
tobacco of a like type, grade, and quality delivered in the same crop year 
by other growers. The association shall classify the tobacco and its classi- 
fication shall be conclusive. 

The tobacco delivered in any crop year to any point at the order of 
the association shall be handled in one major pool; and the minor pools 
shall be by type and grade. 

Association Will Resell All Tobacco and Pay Net Proceeds to 
Grower— Costs of Operation and Overhead Will be Deducted, but the 
Association Forbidden to Make Any Profit for Itself. — (t>) The associa- 
tion agrees to resell such tobacco, together with tobacco of like type, grade, 
and quality delivered by other growers under similar contracts, at the best 
prices obtainable by it under market conditions, and to pay over the net 
amount received therefrom (less freight, insurance, and interest), as pay- 
ment in full to the grower and growers named in the contracts similar 
hereto, according to the tobacco delivered by each of them, after deducting 
therefrom, within the discretion of the association, the costs of maintaining 
the association and of handling, grading, and marketing such tobacco; and 
of creating funds for credits and other general commercial purposes (said 
funds not to exceed one per cent of the gross resale price). The annual 
surplus from Buch deductions must be prorated among the growers deliver- 
ing tobacco in that year on the basis of deliveries. 

Every Grower Gets the Same Amount for the Same Type, Quality, 
and Quantity of Tobacco. — (7) The grower agrees that the association 
may handle, in its discretion, sonic of the tobacco in one way and some 
in another; may sell some upon delivery; may cure or process or manu- 
facture all or any portion thereof, but the net proceeds of all tobacco or 
tobacco products of like type, quality, and grade, less charges, costs, and 
advances, shall be divided ratably among the growers in proportion to 
their deliveries to each pool, payments to he made from time to time until 
all the accounts of each pool are settled. 

The association may contract with the owners of re-drying plants to 
re-dry and store the tobacco delivered by the members of the* association. 

The Tobacco Will be Sold Anywhere — for Export or Otherwise — 
Where It Will be Most Profitable. — (8) The association may sell the said 
tobacco, within or without the United States, directly to manufacturers or 
exporters or otherwise, at such time and in such form and upon such 
conditions and terms as it. may deem profitable, fair, and advantageous to 
the growers, and it may sell all or any part of the tohaoeo with or through 
any other agency hereafter established, for the cooperative marketing of 
the tobacco of growers in other states throughout the United States, under 
such conditions as will serve the joint interest of the growers and the 
public; and any proportionate expenses connected therewith shall be deemed 
marketing costs under paragraph six. 

The Association Can Raise Money to Make First Payment to 
Growers.— (9) The grower agrees that the association shall borrow 
money in its name on the tobacco, through drafts, acceptances, notes or 
otherwise, or on any warehouse receipts or bills of lading or upon any 
accounts for the sale of tobacco or on any commercial paper delivered 
therefor. The association shall prorate the money so received among the 
growers equitably, as it may determine, for each district and period 
of delivery. 

The association agrees to accept drafts drawn against it by the grower 
for any amount specified and determined by it, upon delivery of tobacco 
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hereunder, and to assist the grower to discount such drafts, secured by the 
warehouse receipts, through the most advantageous banking system. 

Offices or Plants Wherever They Are Needed. — (10) The associa- 
tion may establish selling offices, warehouses, plants, marketing, statistical 
or other agencies in any place. 

You Can Stop Growing Tobacco if You Wish. — (11) The grower 
shall have the right to stop growing tobacco and to grow anything else at 
any time at his free discretion; but if he produces any tobacco, or acquires 
or owns any interest in any tobacco, as landlord or lessor, during the term 
hereof, it shall all be included under the terms of this agreement and must 
he sold only to the association. 

You Do Not Have to Deliver any Particular Amount. — (12) 
Nothing in this agreement shall be interpreted as compelling the grower to 
deliver any specified quantity of tobacco each year; but he shall deliver all 
the tobacco produced by him or for him. 

You Deliver All the Tobacco You Raise. — (13) (a) This agreement 
shall be binding upon the grower as long as he produces tobacco directly 
or indirectly, or has the legal right to exercise control of any commercial 
tobacco or any interest therein as a producer or landlord during the term 
of this contract. 

(b) If this agreement is signed by the members of a co-partnership, 
it shall apply to them and each of them individually in the event of the 
dissolution or termination of the said co-partnership. 

You May Make a Crop Mortgage — The Association Will Try to 
Help You Secure Standard Terms.— (c) If the grower places a crop 
mortgage upon any of his crops during the term hereof, the association 
shall have the right to take delivery of his tobacco and to pay off all or 
part of the crop mortgage for the account of the grower and to charge the 
same against him individually. 

The grower may place a crop mortgage upon his tobacco; and shall 
notify the association prior to making any such mortgage. The association 
will assist and advise the grower in airy such transaction as far as it 
deems proper. 

Statistics Are Needed.— (14) From time to time the grower agrees 
to mail to the association any statistical data requested, on the forms 
provided for that purpose by the association. 

All Contracts Are Alike.— (15) This agreement is one of a series 
generally simihir in terms comprising with all such agreements, signed by 
individual growers, or otherwise, one single contract, between the associa- 
tion and the said growers annually and individually obligated under all 
of the terms thereof. The association shall be deemed to be acting in its 
own name for all such growers in any action or legal proceedings on or 
arising out of this contract. 

The Grower Authorizes the Association to Provide Curing or 
Re-drying Plants if It Needs Them.— (1«) (a) The grower hereby ex- 
pressly authorizes the association to deliver to any warehousing or other 
corporation organized for cooperation with this association any or all of 
his tobacco for handling, processing, or manufacturing, or storing; and to 
charge against his tobacco and his prorated share of the funds necessary 
to create a reserve, equivalent to one claws of its preferred stock annually 
plus bonus, to retire the said class; and to pay the dividends on all out- 
standing stock thereof. 

(b) The grower shall be charged for such deductions only on account 
of warehouses or plants within his district or within his benefit, as deter- 



TOBACCO AGREEMENT 


273 


mined conclusively by the association; and for such deductions the grower 
shall receive a proportionate interest in such corporation. 

Any Old Crop Tobacco May be Delivered to the Association to 
Sell. — (17) If the grower has on hand, upon the date of mailing notice 
of the actual incorporation .of the association, any tobacco of the 1021 or 
any other crops, free of liens and capable of delivery, he shall deliver such 
tobacco to the association, as it may direct, to be graded by the association 
and marketed by it, in pools wholly separate from all other deliveries 
hereunder, but generally in the manner here set forth. 

Do Not Break the Contract — This is Expensive. — (13) (a) Inas- 
mueli as the remedy at law would be inadequate; and inasmuch as it is 
now and ever will be impracticable and extremely difficult to determine the 
actual damage resulting to the association should the grower fail so to sell 
and deliver all of his tobacco, the grower hereby agrees to pay to the 
association for all tobacco delivered, consigned, or marketed or withheld 
hy or for him, other than in accordance with the terms hereof, the sum of 
five cento per pound ns liquidated damages, averaged for all types and 
grades of tobacco, for the breach of this contract; all parties agreeing that 
this contract is one of a series dependent for its true value upon the 
adherence of each and all of the growers to each and all of the said contracts. 

You Will Get His Tobacco Anyway. — (b) The grower agrees that 
in the event of a breach or threatened breach by him of anv provision 
regarding delivery of tobacco, the association shall be entitled to an injunc- 
tion to prevent breach or further breach thereof and to a decree for specific 
performance hereof ; and the parties agree that this is a contract for the 
purchase and sale of personal property under special circumstances and 
conditions, and that the buyer cannot go to the open markets and buv 
tobacco and replace any which the grower may fail to deliver. 

_ Violators Pay the Costs of Fighting Them.— (a) If the association 
brings any action whatsoever by reason of a breach or threatened breach 
hereof, the grower agrees to pay to the association all costs of court, costs 
for bond and otherwise, expenses of travel and all expenses arising out of 
or caused by the litigation and any reasonable attorney’s fee expended or 
incurred bv it in such proceedings; and all such costs and expenses shall 
be included in the judgment and shall be entitled to the benefit of any lien 
securing any judgment hereunder. 

The Contract is Complete on Its Face. — (10) The parties agree 
that, there are no oral or other conditions, promises, covenunts, representa- 
tions or inducements in addition to or at variance with any of the terms 
hereof; and that this agreement represents the voluntary and clear under- 
standing of both parties fully and completely. 

National Central Agency. — (20) The association is expressly author- 
ized to exercise any or all of the grading, inspecting, marketing* or other 
powers or rights granted hereunder through any central agency to be 
organized for coordinating the activities of this ‘and similar” cooperative 
marketing associations in other states. The association shall, if possible, 
enter into any contract for such purpose and may agree to pool the 
products delivered hereunder with products of similar variety, grade, and 
quality delivered to generally similar associations under marketing agree- 
ments substantially the same in effect as this agreement; and to unite 
with any such associations in the joint purchase, construction, lease or use 
of facilities and to assume obligations therefor. 

Any costs of maintaining such central agency shall be prorated among 
the said associations on the basis of the gross sale proceeds from the 
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products delivered by them respectively and shall l>e considered part of 
the costs and deductions provided for in paragraph six. 

The association agrees to assist, in forming such central agency as 
soon as any similar association is organized in the United States. 

Head, considered, arid signed by the grower, as of the date determined 
by the association contract, in the state hereinbelow indicated. 

(End of marketing agreement.) 

Minor Changes May be Made.— (21) These provisions are subject to 
minor modification or amendment by the organization committee on the 
suggestion of state officials or otherwise, so as to carry out the general 
purposes hereof. 

All Contracts Are the Same — There Are No Favorites. — (22) It is 
expressly agreed that this instrument is one of a series substantially iden- 
tical in terms. All such instruments shall be deemed one contract for the 
purpose of binding the subscribers to the same extent as if all of the 
subscribers had signed one such contract. 

Head, considered, and signed at this 

day of 19. .. 

(Do not sign without reading.) 

Grow'er 

Address 

Production in 19.. was pounds of type; 

acres 

Service and Maintenance Agreement. — The service and main- 
tenance agreement given below is one which was prepared by 
representatives of the Bureau of Markets, U. S. Department of 
Agriculture, as a suggestion for farmers’ grain elevator companies . 1 
As will be noted, this is an agreement of a slightly different nature 
from that of the usual marketing contract in that the grower agrees 
to pay a certain amount for the maintenance of an organization 
in return for services which it. is equipped to render, but. does not 
bind himself to market his products through the organization. 
Such an agreement is especially useful in an organization such as 
a farmers’ grain elevator company which commonly purchases the 
grain of its patrons for cash. Such an agreement will he more 
serviceable than the “ penalty ” clauses sometimes included in the 
by-laws of such organizations. 

This Agreement, made and entered into at on this 

day of A.D. 19.., between [The Grain Growers’ Coop- 

erative Association], a corporation organized and existing under the laws 

of the state of having its principal place of business at 

in said state, hereinafter called the association, and of 

County hereinafter called the grower, witnesseth: 

1 Published in U. 8. D. A. Bulletin H60, “ The Organization of Coopera- 
tive Grain Elevator Companies,” J. M. Mehl and O. B. Jesness. 
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That for and in Consideration — 

( 1 ) That the association shall establish, equip, and maintain an office 

and grain elevator at and there provide equipment, 

facilities, and means for weighing, grading, shipping, and handling wheat, 
corn, oats, and barley of different variety and grade. 

(2) That the association shall there provide and have available to 
the grower, market news and other information concerning the values and 
market condition of wheat, corn, oats, and barley, of different variety and 
grade, and shall furnish the same to the grower on request. 

(3) That the association shall there employ and have available to 
the grower the services of an elevator manager whose duty it shall be to 
secure and to furnish to the grower upon request, insofar as it is prac- 
ticable, all special market news, and other information and advice which 
the grower may require relative to the marketing of grain and the procure- 
ment of seed grain. 

(4) That the association Bhall weigh and grade any and all grain 
of the kinds herein described, whether sold to or marketed through the 
association, or to or through any other dealer or agency, which the grower 
shall present for weighing and grading at the association’s office at 

•» • 

The Grower Agrees to pay the association for such advantages, privi- 
leges, use, market news information, and weighing and grading service at 
the rate of (one cent) per bushel for each and every bushel of wheat, corn, 
oats, and barley which the grower shall sell or market either directly or 
indirectly to or through the association of to or through any other dealer 
or agency during the life of this contract. Such charge shall become due 
and payable immediately upon the sale or delivery of any and all grain, 
but shall not be applied to any grain which the said grower shall have 
grown or come into possession of in territory not tributary to the shipping 
points of the association. 

It is Mutually Agreed that upon all grain which the grower shall 
sell to the association or which he shall require the association to handle 

through its elevator and warehouse at the charge of 

[one ecntl per bushel herein stipulated to be paid shall not he in addition 
to, but shall be a part of the whole charge or charges which may hereafter 
be established for elevation and loading and for other services and handling. 

It is Further Agreed that cither party may terminate this contract 
on the first day of [July] of any year by giving notice in writing to the 
other party of at least ften| days prior to said date of the intent to so 
terminate. Termination shall then be effective on the said [first day of 
July], otherwise the contract shall continue in full force and effect so long 
as the grower shall reside in territory tributary to the association’s office 
and shipping points, or shall continue to market any wheat, corn, oats, 
or barley in said territory. 

In Witness Whereof the said parties have executed these presents in 
duplicate the day and year first above written. 

[The Grain Growers’ Cooperative Association.] 

Witness: By 

President. 


Grower. 
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Signature of Member. Ster'etary. Resident. 
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• From U. S. Department of Agriculture Bulletin, H6Q. 
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(Back of stock certificate) 

For Value Received hereby sell, transfer, and assign to 

shares of stock within mentioned and hereby authorize 


to make the necessary transfer on the books of the corporation. 

Witness. . . .hand and seal this day of 19. . . 
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